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fT  Weekend  tomorrow 
Will  the  truth  ever 
surface  from  the 
Estonia’s  watery  grave? 
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WORLD  NEWS 

Socialists  raise 
toe  stakes  in 
Brussels  dispute 

j*  The  European  Parliament's 
f 1 largest  political  group,  the 
socialists,  raised  the  stakes 
ahead  Of  a censure  motion 
against  the  European  Commis- 
sion, warning  that  it  would  vote 
to  sack  ail  20  commissioners  if 
other  groups  tried  to  target 
Individuals.  Europe,  Page  3 

Mandela  seeks  Lockerbie  solution 
Nelson  Mandela,  the  South  Afri- 
can president,  made  a lest  ditch 
attempt  to  resolve  the  impasse 
over  the  extradition  of  Libyan 
suspects  In  the  1988  Lockerbie 
Pan- Am  bombing  following  talks 
with  UK  premier  Tony  Blair.  Page 
1$  ANC  ties,  Page  6 

Plan  would  cut  German  payments 
Germany’s  net  payments  to  the 
EU  would  be  cut  white  the  UK’s 
would  rise  by  €2.4bn  ($2.79bn) 
under  proposals  for  reforming  EU 
^finances  put  forward  by  an  inde- 
I pendent  council  of  economic 
advisers  working  for  the  Bonn 
government  Europe,  Page  3 

IRA  threatens  new  violence 
The  Irish  Republican  Army 
referred  to  a possible  resumption 
of  violence  if  UK  ministers  “again 
succumb  to  the  unionist  veto”  - 
the  first  time  the  IRA  raised  the 
prospect  of  such  action  since  the 
Northern  Ireland  peace  agree- 
ment last  April.  Britain,  Page  8 

Canberra  offers  tax  breaks 
The  Australian  government 
announced  unprecedented  tax 
breaks  for  foreign  and  domestic 
companies  involved  in  private 
infrastructure  projects  worth 
nearly  A$1bn  (US$61 3 m). 
Asia-Pacific,  Page  7 

Malaysian  police  chief  quits 
^Malaysia's  police  chief  Abdul 
.Rahim  Noor  has  resigned,  taking 
(/responsibility  for  injuries  inflicted 
on  sacked  finance  minister 
Anwar  Ibrahim  in  police  custody 
three  months  ago. 

Asia-Pacific,  Page  7 

inflation  hits  Mexican  central  bank 
A year  after  Guillermo  Ortiz  took 
office  as  governor  of  Banco  de 
Mexico,  a sharp  rise  In  inflation 
has  sapped  the  credibility  of  the 
central  bank  and  put  it  under 
pressure  to  meet  pricing  targets. 
The  Americas,  Page  4 

ItaHan  PM  to  meet  Pope 
Massimo  D'Alema,  Italy’s  prime 
minister,  will  today  meet  Pope 
John  Paul  II  at  the  Vatican  in  an 
historic  encounter  that  seeks  to 
end  half  a century  of  feuding 
between  Italian  communists  and 
the  churcht  Europe,  Page  3 

FCC  to  rate  on  throe  mergers 
' The  head  of  the  Federal 
Communications  Commission, 
the  chief  US  telecommunications 
regulator,  said  the  agency  was 
planning  to  rule  on  three  big 
pending  mergers  within  six 
months.  The  Americas,  Page  4 

17,000  Poles  face  the  sack 
The  Polish  government  signed  a 
deal  with  unions  and  employers 
which  cleared  the  way  for  17,000 
redundancies  in  the  steel  indus- 
try In  Silesia  over  five  years. 
Europe,  Page  3 

Babels  kffl  miners  in  Angola 
Foreign  mining  companies  in 
Angola  were  re-examining  their 
positions  after  four  miners  were 
killed  by  armed  rebels. 
International,  Page  6 
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Leipzig  Gewandhau&t^''  -is- 
Blomstedt  widens  (^rizons 
in  the  city  of  Bacirl^, 

Arts,  Page  15  yL 


The  future  of  work 
The  way  opens  for  toe 
triumph  of  the  machines 
Page  16 


Car  Industry 
Merger  fever 
infects  Detroit 
Page  17 


business  news 

Volvo  shares  surge 
5%  on  move  to  sell 
off  cars  division 

Volvo  shares  jumped  5 per  cent 
after  the  Swedish  group  revealed 
ft  had  hired  a US  divestment 
bank,  said  to  be  J.P-MoTjan,  to 
explore  a sate  or  merger  of  its 
care  division.  Page  19;  Fast  and 
loose  in  Detroit,  Page  17;  Size 
is  the  issue,  Page  20 

German  government  bonds  seem 
to  be  beating  French  bonds  to 
become  euro-zone  benchmarks. 
Yesterday  saw  444,000  contracts 
in  the  German  10-year  bond 
against  28,000  for  the  French. 
Page  19;  Bonds,  Page  26 

Ford  Motor  of  the  US  tomato 
save  a $1bn  in  further  cost- 
cutting tills  year.  The  car  and 
truck  group  saved  $1.9bn  In  the 
first  nine  months  of  1998  and 
$3bn  the  previous  year.  Page  19 

Twelve  faadteg  banks  have  formed 
a taskforce  to  tighten  risk  man- 
agement practices  in  the  wake  of 
last  simmer's  near-coBapse  of 
the  Long  Term  Capital  Manage- 
ment hedge  fund.  US  and  Can- 
ada, Page  4;  Observer,  Page  17 

Renault,  part-privatised  French 
vehicles  group,  is  set  to  overtake 
Germany's  Volkswagen  with 
Europe’s  best-selling  car  for  the 
first  time  in  IS  years.  Interna- 
tional companies.  Page  20 

Toys  R Us  and  J.C.  Penney,  two 
of  the  biggest  US  retailers, 
reported  steep  foils  In  December 
sates,  though  others,  such  as 
Wal-Mart  Stores,  did  well.  Amer- 
ican companies.  Page  21 

MCI  WorldCom  is  understood  to 
have  approached  AirTouch  infor- 
mally to  signal  Interest  in  a pos- 
sible bid.  Page  19 

Morgan  Stanley  Dean  Witter 
reported  record  fourth  quarter 
earnings  of  S879m  and  could 
open  retail  brokerage  outlets  In 
Japan.  Page  19;  Lex,  Page  18 

Singapore  Tefecommunications  is 
taking  20  per  cent  of  Thailand’s 
Advanced  Information  Service,  a 
cellphone  offshoot  of  Shinawatra 
Computer  and  Communications.  - 
Asian  companies,  Page  22 

Cathay  Pacific  is  losing  five 
executives,  ted  tiding  one 
involved  In  foiled  talks  about 
buying  a stake  In  Philippine  Air- 
lines. They  are  leaving  to  work  in 
Manila  for  the  troubled  carrier. 
Asian  companies.  Page  22 

Associated  Cement  Corapanfes, 
India's  biggest  producer,  was 
forced  to  drop  plans  for  a prefer- 
ential Issue  of  shares  and  war- 
rants to  the  Tata  group.  Asian 
companies,  Page  22 

Bethtehcra  Steel  of  the  US  is  to 
stop  the  stateless  sheet  and  strip 
operations  of  Washington  Steel, 

I which  It  acquTed  last  year,  with 
the  toss  of  some  540  jobs.  Inter- 
national companies.  Page  20 

Kong  Kong  unveiled  tough 
proposals  to  regulate  companies 
lending  money  for  share  pur- 
chases. They  would  need  a mini- 
mum paid-up  capital  of  HKSIOm 
(US$1 .3m) . Asia,  Page  7 


Duisenberg  hints  at  euro  conflict 


By  Wolfgang  IHineh&u  in  Frankfurt 
and  Edwart  Lace  to  London 

Wim  Duisenberg,  president  of  the 
European  Central  Bank,  yester- 
day declared  the  introduction  of 
the  euro  a success.  He  ingietori 
that  all  the  main  technical 
systems  had  coped  well  during 
j test  week’s  transition  to  the  star 
| gle  currency. 

I Bat  he  foreshadowed  a looming 
i conflict  with  European  govern' 
meets  when  he  warned  politi- 
cians against  adopting  an  explicit 
exchange  rate  policy  for  the  euro. 

Speaking  at  a news  conference 
after  the  first  meeting  of  the 
ECB's  governing  council  since 
the  currency  was  launched  on 
January  1,  Mr  Duisenberg  said 
exchange  rate  target  zones  were 


ECB  president  warns  against  explicit  exchange  rate  policy 


unworkable  and  potentially 
inconsistent  with  the  ECB’s  pri- 
mary objective  of  stable  prices. 

His  comments  came  as  evi- 
dence emerged  that  Euribor,  the 
reference  rate  set  by  the  Euro- 
pean Banking  Federation  for 
interbank  lending,  was  displac- 
ing the  long-established  Euro 
Libor,  rate,  set  by  the  British 
Bankers  Association. 

Brian  Williamson  chairman  of 
the  London  hzteroationa]  Finan- 
cial Futures  and  Options 
Exchange,  said  that  up  to  80  per 
cent  of  money  market  deals  in 
the  euro  this  week  had  been 
based  on  Euribor  rather  than 
Euro  labor.  Analysts  had  expec- 
ted a drawn-out  battle  between 


the  two  benchmarks-  The  move  is 
a blow  to  London's  position  as 
the  leading  financial  centre  in 
Europe,  labor  was  the  only  seri- 
ous reference  rate  for  trading  in 
D-Marks  and  lira  before  mone- 
tary union.  It  remains  the  lead- 
ing benchmark  for  dollars  and 
Japanese  yen. 

Mr  Duisenberg’s  comments 
came  on  the  first  day  of  a Euro- 
pean tour  by  Keizo  Obuchi,  the 
Japanese  prime  minister,  who 
has  been  lobbying  for  a policy  of 
managed  exchange  rates  for  the 
US  dollar,  the  euro  and  the  yen. 
Many  European  governments 
support  explicit  target  zones  for 
the  euro,  fearing  that  excessive 
appreciation  of  the  euro  against 


the  dollar  could  stifle  economic 
growth  and  increase  unemploy- 
ment. 

Mr  Duisenberg  said:  "We  do 
not  have  an  explicit  exchange 
rate  policy.  We  have  a policy  to 
ensure  price  stability.  We  have 
no  exchange  rate  targets  vis-a-vis 
another  currency,” 

Mr  Duisenberg  insisted  the 
ECB  would  not  follow  a polio*  of 
benign  neglect  towards  the 
exchange  rate.  But  it  was  only 
one  of  several  indicators  influen- 
cing monetary  policy.  ”1  was 
happy  when  the  euro  took  off  on 
Monday,  and  I was  equally  happy 
when  the  euro  came  down  again 
on  Tuesday,  and  1 am  happy 
again  today  when  the  euro 


rebounded.  So,  I have  had  three 
happy  days.”  Mr  Duisenberg  said. 

Mr  Duisenberg  acknowledged 
that  TargeL  the  new  cross-border 
real-time  payment  system  for  the 
euro-zone,  which  started  opera- 
tion this  week,  had  bad  some 
teething  troubles.  But  he  insisted 
that  the  problems  were  small  and 
caused  by  transaction  overload 
rather  than  technical  faults. 

The  ECB  reported  yesterday 
that  the  Target  system  had  han- 
dled €310bn  in  payments  on 
Tuesday,  resulting  in  a total  pay- 
ment system  transaction  volume 
of  about  Cl.DOObn,  including 
national  payment  systems. 

Euro  reports,  Page  2 
UK  company  costs,  Page  8 
Editorial  Comment,  Page  17 


CHIEF  JUSTICE  SWEARS  IN  SENATORS  • DISPUTE  OVER  WITNESSES  RUMBLES  ON  • CLINTON  STAYS  WORKING  AT  WHITE  HOUSE 


President’s 
trial  gets 
under  way 


By  Getard  Baker  and  Deborah 
McGregor  ta  Mfostengtan 

The  historic  impeachment  trial  of 
President  Bfl]  Clinton  got  under 
way  yesterday  In  a brief  but  awe- 
some ceremony  in  the  US  Senate, 
as  William  Rehnquist,  chief  jus- 
tice of  the  Supreme  Court,  took 
the  oath  to  preside  over  the  hear- 
ing. 

Mr  Rehnquist  In  turn 
aaked  senators  to  swear  that  they 
would  administer  “impartial  jus- 
tice'’ as  jurors  evaluating  the  evi- 
dence presented  against  the  pres- 
ident. 

Then  the  senators  dispersed 
into  tnfhrmfll  discussion  groups 
to  resolve  their  continuing  dis- 
agreements over  how  to  conduct 
the  triaL 

It  will  be  the  first  impeachment 
trial  of  a president  in  131  years. 

Earlier  in  the  day,  Henry  Hyde, 
the  chairman  of  the  House  of 
Representatives’  Judiciary  Com- 
mittee, read  out  the  charges 
against  Mr  Clinton,  including 
perjury  and  obstruction  of  justice 
in  attempting  to  cover  up  his 
affair  with  Monica  Lewinsky,  a 
former  White  House  intern.  Sena- 
tors sat  solemnly  as  Mr  Hyde 


read  the  articles,  passed  on 
largely  party-line  votes  by  the 
House  in  December.  Senators  and 
spectators  were  instructed  by  the 
sergeant-at-arms  to  remain  silent 
on  “pain  of  imprisonment”. 

“1  was  saddened  by  the  fact 
that  we  have  to  do  this.”  Mr 
Hyde  told  reporters  afterwards. 

At  the  White  House,  President 
Clinton  did  his  best  to  demon- 
strate he  was  folly  focused  on  his 
Administration  with  yet  annthor 
policy  initiative,  this  time  on 
education. 

The  public  hari  been  waiting  in 
tine  for  hoursrat  the  other  end  of 
Pennsylvania  Avenue  but  yester- 
day’s proceedings  lasted  just 
under  an  hour  in  totaL 

In  the  morning  the  senators 
heard  the  charges.  Three  hours 
later  they  returned  to  be  sworn 
in  as  jurors  by  Mr  Rehnquist. 

Senate  Democrats  declined  a 
Republican  offer  to  meet  in  the 
Old  Senate  Chamber  after  the 
swearing  in  to  try  to  thrash  out  a 
compromise  that  could  be  out- 
lined in  an  official  summons  to 
be  sent  to  the  White  House. 

The  main  point  of  dispute 
remains  whether  witnesses 
should  be  called  to  testify. 


J* 


Senator  Strom  Thurmond  swears  hi  Supreme  Court  chief  justice  Wffiam  Rehnquist  to  preside  over  the  Impeachment 


The  thought  of  Ms  Lewinsky 
telling  her  story  in  the  senate 
chamber  is  something  that  many 
Republicans  and  the  White 
House  would  prefer  to  avoid. 

But  House  Republicans,  anx- 
ious not  to  see  any  short  cuts 
that  appear  to  repudiate  their 
impeachment  of  Mr  Clinton  last 
month,  are  pressing  to  have  up  to 
15  witnesses  testify,  including  Ms 
Lewinsky,  Mr  Clinton’s  friend. 
Vernon  Jordan,  and  the  Presi- 
dent's secretary,  Betty  Currie. 

Topi  Harttin.  a Democratic  sen- 


ator summed  up  his  party’s  feel- 
ings about  witnesses  by  suggest- 
ing they  could  turn  the  trial  into 
a “verbal  Hustler  magazine”. 

The  outcome  of  the  witness  dis- 
pute will  determine  how  long  it 
takes  for  the  events  unfold.  The 
Republican  leadership  in  the  Sen- 
ate is  trying  to  strike  a deal  with 
Democrats  and  the  White  House 
whereby  a limited  number  of  wit- 
nesses might  be  called  in  a lim- 
ited time  period. 

But  Mr  Clinton’s  lawyers  have 
made  dear  that  if  any  witnesses 


are  called  they  will  exercise  their 
legal  right  to  full  “discovery”  of 
the  evidence  - meaning  a trial 
could  take  up  to  several  months. 

In  the  meantime,  the  public 
seems  revolted  by  the  spectacle 
and  is  happy  to  make  history  in 
another  way.  Mr  Clinton  contin- 
ues to  enjoy  the  highest 
sustained  approval  ratings  of 
any  president  in  modern  his- 
tory. 


Many  trials  ahead,  Page  4 
Observer,  Page  17 


All-clear  for  pill  on 
long-term  effects 


By  CftvB  Cooksoo, 

Science  Edtior 

Oral  contraceptives  have  no 
long-term  adverse  effect  on 
health,  according  to  the  largest 
study  undertaken  of  the  pOL 

Clifford  Kay,  who  started  the 
research  in  1968  and  is  still 
involved,  said  the  results  should 
reassure  pill  takers  past  and  pres- 
ent. More  than  300m  women 
worldwide  have  used  oral  contra- 
ceptives since  their  launch  in 
1959.  An  estimated  100m  are  cur- 
rently on  the  pill. 

“There  probably  has  always 
been  a lurking  fear  that  some- 
thing dreadful  might  pop  out  of 
the  woodwork  after  15, 20  or  even 
25  years,  and  this  study  shows 
1 clearly  that  it  hasn’t,”  said  Dr 
Kay,  of  the  UK’s  Royal  College  of 
General  Practitioners. 

! The  study,  undertaken  by  the 
1 Royal  College  and  the  Imperial 
Cancer  Research  Fund,  related 
death  rates  to  contraception 
among  46,000  women  over  a 

25-year  period. 

Some  diseases,  such  as  stroke 
and  breast  cancer,  occur  slightly 
more  frequently  among  women 
on  the  piR;  others,  such  as  ovar- 
ian cancer,  are  less  common-  But 
the  research  shows  that  both 
risks  and  benefits  wear  off  when 


women  stop  taking  the  pill. 
Valerie  Beral,  director  of  the 
ICRF  epidemiology  unit  in 
Oxford,  said:  “Our  new  figures 
show  that,  by  the  time  women 
who’ve  used  the  pill  have  been 
off  it  for  10  years,  their  risk  of 
developing  these  conditions  is 
similar  to  what  it  would  have 
been  if  they  had  never  taken  the 
pifl  at  all” 

The  oral  contraception  study  is 
a collaboration  involving  1,400 
general  practices  throughout  the 
UK  It  began  in  1968  with  46J00 
women,  half  of  whom  were  an  , 

thp  piTl 

The  new  findings,  published  in 
today’s  British  Medical  Journal, 
focus  on  the  1,600  deaths  that 
occurred  in  the  group  before  the 
end  of  1983.  By  this  point,  the 
women  had  reached  an  average 
age  of  50  and  almost  all  had 
stopped  taking  the  pill. 

Those  who  had  been  on  the  pill 
took  it  for  five  years  on  average. 
Most  were  on  “combined”  pills 

containing  50  microgrames  of 
oestrogen.  That  is  well  above  the 
hormone  dose  contained  in 
today's  ‘Tow-dose"  contracep- 
tives, which  are  generally 
regarded  as  being  safer.  Many 
women  remain  worried  about  the 
effects  of  the  pflL  said  the  UK 
Family  Planning  Association. 
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Danish 


OBUCHI  IN  PARIS  'YEN’S  PARITY  MUST  REMAIN  STABLE’ 


rates  cut  Japan’s  PM  calls  for 

as  poll  .. 

backs  currency  co-operation 


ClirO  fr  Sara  Iskaotofei  Paris 


By  Clare  MacCarthy 
in  Copenhagen 


The  Danish  central  bank  cut 
interest  rates  yesterday  in 
response  to  the  continuing 
strength  of  the  krone.  The 
move  came  as  a poll  indi- 
cated that  for  the  first  time, 
an  absolute  majority  of  Dan- 
ish voters  supported  entry 

Into  die  European  single  cur- 
rency. 

The  cut,  which  brought 
the  two-week  repo  rate  0.20 
percentage  points  lower  to 
3.75  per  cent,  was  the  fourth 
easing  of  monetary  policy  in 
the  past  two  months.  The 
discount  rate  was  left 
unchanged  at  3.50  per  cent. 


Keizo  Obuchi,  Japan's  prime 
minister,  yesterday  held  out 
some  eoro-denominated  trav- 
ellers cheques  before  an 
.audience  of  France's  busi- 
ness leaders.  He  said:  “I 
think  I paid  a little  bit  too 
much  for  them." 

Mr  Obuchi  was  trying  to 
illustrate  the  risks  associ- 
ated with  currency  fluctua- 
tions in  a speech  to  Medef, 
the  French  employers'  feder- 
ation, on  the  first  full  day  of 
a week-long  visit  to  Europe. 
The  euro  bad  fallen  from 
Y135  on  Monday,  to  Y131 
yesterday,  with  the  result 
that  his  travellers  cheques 
were  now  worth  less  than 
when  he  bought  them  on  the 


first  day  of  trading  in  the 
single  currency. 

“Fundamentally,  it  is 
desirable  that  the  yen's  par- 
ity remain  stable,"  be  said, 
going  on  to  call  for  greater 
cooperation  between  the  OS 
dollar,  the  yen  and  the  euro 
currency. 

"A  tripartite  co-operation 
between  Japan,  Europe  and 
the  US  would  allow  the  cre- 
ation of  a stable  and  devel- 
oped international  monetary 
system."  Mr  Obuchi  said  on 
his  first  official  visit  to 
France  since  the  formation 
of  his  government  last  year. 

His  comments  came  after 
the  yen  reached  a 19-month 
high  against  the  dollar  ffrfa 
week,  threatening  to  hinder 
his  government's  efforts  to 


prop  np  the  economy 
through  fiscal  stimuli.  A sus- 
tained rise  of  the  currency 
could  prove  damaging  to  the 
economy  by  making  Japa- 
nese exports  more  expen- 
sive. “I  hope  the  euro  will  be 
a stable  currency  and  will 
gain  markets'  trust,”  Mr 
Obuchi  told  Medet  Stable 
currencies  contributed  to 
“economic  stability  and 
development". 

Mr  Obuchi,  however, 
stopped  short  of  calling 
explicitly  for  currency  tar- 
gets. as  advocated  last 

month  by  Kiichi  Miyazawa, 
Japan's  finance  minister.  Mr 
Miyazawa  had  said  the 
launch  of  the  euro  would 
pave  tbe  way  for  talks  on 
passible  “loose  targets" 


Kirsten  Mordhorst.  central 
bank  deputy  director,  said 
tbe  repo  cut  reflected  tbe 
krone's  strength  and  tbe  fact 
it  had  remained  stable  since 
introduction  of  the  euro. 

Denmark  is  outside  tbe 
euro-zone  but  the  krone  is 
linked  to  the  euro  via  tbe 
European  Union's  ERMQ.  a 
mechanism  which  aims  to 
keep  the  Danish  currency 
within  a 2J55  per  cent  band 
either  side  of  a central  parity 
rate  against  the  euro. 

The  krone  has  stayed  on 
the  strong  side  of  Its 
DKr7.46038  central  parity 
since  the  euro  began  trading 
on  Monday,  and  remained 
stable  after  the  repo  rate  cut 
yesterday.  In  late  afternoon 
trading,  it  was  quoted  at 
DKr?.4431  against  tbe  euro, 
almost  unchanged  from 
DKr7.4433  earlier  in  the  ses- 
sion. 

Local  bond  markets  gave 
the  cut  a worm  welcome, 
with  the  yield  on  the  10-year 
benchmark  bond  dropping  to 
4 per  cent  In  afternoon  deal- 
ings from  the  previous  day’s 
dose  of  4 SS  per  cent. 

Dealers  said  expectations 
of  further  monetary  policy 
easing  sparked  heavy 
demand  for  Danish  govern- 
ment bonds. 

In  the  poll  released  yester- 
day, just  over  50  per  cent-  or 
voters  canvassed  by  Greens 
analysis  institute  for  the 
business  daily  Borsen  said 
they  would  vote  in  favour  of 
European  Monetary  Union  if 
a referendum  were  to  take 
place. 

Some  32  per  cent  said  they 
would  vote  against  the  sin- 
gle currency,  with  the  bal- 
ance undecided. 

A similar  poll  last  month 
had  only  43  per  cent  in 
favour  of  the  euro.  Danish 
voters  opted  out  of  Emu  in  a 
1993  national  referendum, 
but  a clear  majority  would 
tike  to  see  another  referen- 
dum reversing  that  decision 
sooner  rather  than  later. 

According  to  yesterday’s 
poll,  almost  -10  per  cent  want 
an  Emu  vote  this  year;  about 
17  per  cent  want  tt  in  2000. 

A dear  majority  of  Den- 
mark's mainstream  political 
parties  are  Emu  supporters. 
But  the  government  has 
been  reluctant  to  set  a firm 
referendum  date,  pending  a 
definitive  shift  in  public 
upinion. 

Marianne  .Telved.  economy 
minister,  indicated  yesterday 
that  the  pace  of  develop- 
ments might  mean  a referen- 
dum earlier  than  previously 
expected. 

Ms  Jelved  stressed  that 
(he  shift  in  favour  of  the 
euro  came  on  the  iteels  of 
intense  media  coverage  of 
the  ourolaunch.  -It  is  fur- 
tber  proof  that  the  media 
has  an  enormous  responsi- 
bility for  keeping  the  public 
briefed  in  an  objective  way," 
she  declared. 


Stability  viewed  as  safety 
net  for  leap  into  unknown 


By  Wolfgang  MOncftau 
in  Frankfurt 


The  “tripolar"  international 
currency  system  espoused 
by  Keizo  Obuchi,  Japanese 
prime  minister,  will  find  a 
receptive  audience  during 
his  visit  to  Europe  this 
week.  The  only  question  is 
why. 

With  tbe  yen  in  the  midst 
of  wild  fluctuations,  it  is  not 
hard  to  understand  why  the 
Japanese  government  would 
like  some  form  of  arrange- 
ment. however  loose,  to  pro- 
mote stability  for  its  cur- 
rency. 

Why  the  German  or 
French  governments  should 
be  exercised  over  the  ques- 
tion of  exchange  rate  stabil- 
ity, however,  is  less  obvious. 
The  core  currencies  of 
Europe  find  themselves  at 
tbe  end  of  a long  period  of 
exchange  rate  stability,  with 
no  apparent  need  for  con- 
trols. 

Yet  Oskar  Lafontaine  and 
Dominique  Strauss-Kahn. 
the  German  and  French 
finance  ministers,  have  both 
expressed  support  for  target 
zones.  Their  concern  is  for 
the  great  unknown  that 
stretches  out  before  a newly 
minted  euro. 

While  exchange  rates 
between  the  US  dollar  and 
European  currencies  have 
been  relatively  stable 
throughout  most  of  the 
1990s,  currency  analysts  are 
now  predicting  greater  vola- 
tility and  possibly  a strong 
appreciation  of  the  euro  dur- 
ing 1999. 

That,  as  Lionel  Jospin. 
French  prime  minister,  said 
on  Wednesday,  is  to  be 
avoided. 

Tbe  euro  should  be  strong, 
he  said,  but  not  too  strong 
“because  then  we  would  lose 
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what  we  won  on  the  mone- 
tary front  on  the  commercial 
front".  Read  for  this  that  an 
overvalued  euro  could  dam- 
age exports  and  so  cause  job 
losses,  something  the  gov- 
ernments  in  neither  Paris 
nor  Bonn  can  afford. 

In  the  short  term,  how- 
ever. prospects  for  any  form 
of  target  zone  system  being 
agreed  between  the  big  three 
are  virtually  zero.  The  US 
administration  is  opposed 
because  an  exchange  policy 
for  the  dollar  might  upset 
tbe  carefully  calibrated  mix 
of  fiscal  and  monetary  policy 
in  the  US. 

Central  bankers  in  the  US 
and  in  Europe  also  recently 
came  out  against  target 
zones,  arguing  that 
exchange  rate  targets  might 
in  the  longer  term  conflict 
with  domestic  price  stability 


objectives.  Europe  and 
Japan  have  nevertheless  sig- 
nalled that  they  intend  to 
keep  up  the  pressure. 

Their  eyes  are  on  the 
medium  term.  Currency  ana- 
lysts predict  a strong  devalu- 
ation of  the  US-dollar  could 
Digger  a change  in  US  pol- 
icy. 

“Tbe  key  is  the  balance  of 
political  powers  in  Con- 
gress,” said  Jim  O’Neill, 
bead  of  currency  research  at 
Goldman  Sachs.  “That 
would  influence  the  White 
House.  If  the  Democrats  take 
charge  of  both  sides  of  Con- 
gress in  circumstances 
where  the  trade  deficit  is 
moving  the  way  it  is  now. 
exchange  rate  issues  are 
going  to  become  more  impor- 
tant." 

Fred  Bergsten,  director  of 
the  Institute  for  Interna- 


tional Economics  in  Wash- 
ington and  an  advocate  of 
target  zones,  said  support 
was  growing  in  the  US. 
“There  are  a number  of  cor- 
porate executives  who  are 
calling  for  more  stable 
rates,"  he  said. 

In  Europe,  the  Introduc- 
tion of  a formal  system  of 
target  zones  would  require 
unanimous  approval  from  all 
15  European  Union  finance 
ministers.  The  ECB  has  the 
right  to  be  consulted,  but 
has  no  veto.  Yet  with  the 
ECB  clearly  and  publicly 
opposed,  any  imposition  of 
target  zones  for  the  euro  by 
the  15  governments  would 
would  raise  the  possibility  of 
a damaging  policy  conflicts 
in  the  early  years  of  eco- 
nomic and  monetary  union. 


Editorial  comment,  Page  17 


Canada  remains  the  party  pooper 


Central  bank  has  refused  to  join  the  celebrations  for  the  launch  of  the  single  currency, 
giving  ammunition  to  Its  fellow  sceptics,  writes  Edward  Alden 


Amid  all  the  enthusiasm 
leading  up  to  the  launch 
of  Europe’s  single  cur- 
rency,  the  euro,  one  polite 
voice  of  dissent  c3rae  from 
an  unlikely  place.  Canada's 
central  bank. 

in  late  1997,  when  tbe  proj- 
ect of  economic  and  mone- 
tary union  was  still  in  some 
doubt,  the  Bank  of  Canada 
published  an  article  that  pro- 
vided plenty  of  ammunition 
for  the  sceptics. 

While  a common  currency 
would  enhance  liquidity  and 
produce  significant  savings 
in  transaction  costs,  the 
bank  wrote  in  its  quarterly 
review  it  would  also  make 
many  European  countries 
far  more  vulnerable  to  exter- 
nal economic  shocks. 

"Current  opinion  and  the- 
ory indicate  that  the  coun- 
tries now  heading  towards 
Emu  [economic  and  mone- 
tary union]  do  not  seem  to 

form  an  optimum  currency 
area,  which  means  that  their 
venture  is  essentially  politi- 
cal rather  than  economic." 
the  article  concluded. 

That  harsh  judgment, 
based  on  the  difference  in 
economic  structure  among 
the  European  nations,  may 
have  given  some  comfort  to 
the  UK.  Sweden  and  Den- 
mark which  have  chosen  to 
remain  outside  the  euro 
zone. 

With  a small  economy  that 
sends  more  than  so  per 
cent  of  its  exports  to  a 
single  market,  the  US.  Can- 
ada has  long  grappled  with 
the  arguments  In  favour 
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of  a common  currency. 

Indeed,  on  a trade  integra- 
tion basis,  the  case  for  a 
common  US- Canada  cur- 
rency is  stronger  than  that 
for  a single  European  cur- 
rency. Not  one  of  the  11 
members  of  Emu  is  as  depen- 
dent on  trade  with  the  rest 
of  the  EU  as  Canada  is  on 
trade  with  the  US. 

Yet  tbe  Bank  of  Canada 
has  consistently  concluded 
that  a common  currency 
with  the  US.  even  if  it  were 
politically  feasible  in  a coun- 
try that  remains  staunchly 
nationalist,  would  hurt  more 
than  it  would  help. 

The  main  reason  is  the  dif- 
ferent composition  of  the 
Canadian  economy. 

Canada,  which  generates 
about  35  per  cent  of  its 

export  earnings  from  natural 
resources,  is  far  more  vul- 
nerable than  the  US  to  eco- 
nomic shocks  caused  by  sud- 
den changes  in  resource 
prices. 

Last  year,  for  instance, 
when  tbe  Asian  financial  cri- 
sis pummelled  commodity 
prices,  the  Canadian  dollar 
dropped  by  more  than  10  per 
cent  against  the  US  dollar, 
ae  did  the  currencies  of 
other  big  resource  exporters 
such  as  Australia  and  New 
Zealand. 

John  McCall  urn,  chief 
economist  at  the  Roj’al 
Bank,  says  that  defending  a 
fixed  exchange  rate  in  the 
face  of  falling  commodity 
prices  would  have  forced  the 
central  bank  "to  jack  inter- 
est rates  through  the  roof. 


and  we  would  probably  be  in 
recession  today”. 

If  Canada  were  sharing  the 
Stronger  US  dollar,  Canadian 
oil.  timber  and  mineral 
exporters  would  have  been 
hurt  much  more  than  they 
have  been  by  slumping 
resource  prices.  Canada’s 
flexible  exchange  rate  “acts 
as  a safety  valve”,  says  Mr 
McCall  urn. 

A Bank  of  Canada  official 
said  that  many  European 
countries,  though  not  as 
resource-dependent  as  Can- 
ada, are  in  similar  circum- 
stances. 


While  Germany.  France, 
Belgium,  Austria  and 
Luxembourg  are  suffi- 
ciently alike  in  economic 
structure  to  benefit  from  a 
common  currency,  that  is 
not  the  case  for  countries 
such  as  Spain.  Portugal. 
Greece.  Norway,  Sweden  or 
the  UK.  In  spite  of  these 
arguments,  the  euro’s 

launch  has  at  least  tempo- 
rarily revived  the  debate 
among  economists  over  Can- 
ada's independent  monetary 
policy.  Critics  say  tbe  risks 
of  coupling  flexible  exchange 
rates  with  trade  integration 
are  at  least  three-fold:  declin- 
ing productivity,  volatility 
and  misalignment  of  cur- 
rency values,  and  the  poten- 
tial that  companies  and  indi- 
viduals might  start  doing 
business  in  a more  stable 
currency  to  avoid  sharp 
price  fluctuations. 

Tom  Courchene.  a Queen’s 
university  economist,  argued 


in  a recent  paper  that  the 
legacy  of  three  decades  of 
floating  exchange  rates  has 
been  a decline  in  tbe  Cana- 
dian dollar  from  parity  with 
the  US  dollar  in  the  early 
1970s  to  roughly  66  cents  US 
today. 

The  “safety  valve"  of  a 
falling  Canadian  dollar  has 
helped  protect  inefficient 
Canadian  industries  from 
adjusting  to  a more  open 
trading  environment,  he 
says.  Instead  the  currency 
has  gradually  weakened  to 
reflect  those  inefficiencies,  a 
self-defeating  prospect  in 
which  Canadian  exports  can 
only  be  maintained  by  fur- 
ther currency  devaluations. 
Similarly.  European  coun- 
tries outside  Emu  may  find 
themselves  insulated  from 
the  competitive  dynamics 
the  common  currency  is 
expected  to  create. 

Richard  Harris,  a Simon 
Fraser  University  economist, 
argues  that  Canada’s  grow- 
ing trade  integration  with 
the  US  requires  stable  and 
predictable  rates  of 
exchange.  The  volatility  of 
the  Canadian  dollar,  which 
jumped  from  71  cents  US  In 
19S6  to  89  cents  in  1991  and 
as  low  as  64  cents  recently, 
has  enoou raged  many  com- 
panies to  seek  greater  stabil- 
ity by  locating  in  the  US. 
Countries  on  the  fringe  of 
the  euro  may  also  find  them- 
selves lagging  behind  when 
it  comes  to  attracting  foreign 
investment. 

Perhaps  the  biggest  fear 
for  proponents  of  a common 
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for  currency  rates. 

Mr  Obuchi  was  concerned 
with  promoting  usage  of  the 
yen  as  an  international  trad- 
ing currency.  His  govern- 
ment was  implementing 
“some  necessary  measures 
for  the  yen  to  be  used  more 

often  on  an  international 
scale”. 

Only  5 per  cent  of  world 
trade  is  conducted  in  yen, 
compared  with  46  per  cent  in 
dollars  and  31  per  cent  in  tbe 

currencies  of  the  16  Euro- 
pean Union  members, 
according  to  Japanese 
finance  ministry  estimates. 

President  Jacques  Chirac 
of  France  echoed  Mr  Obu- 
chi's  call  for  co-operation 
yesterday  afternoon.  He 
called  for  “real  co-ordination 
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within  the  G7  [group  of  the 
largest  seven  industrialised 
nations]  to  reduce  fluctua- 
tions between  tbe  dollar,  the 
euro  and  the  yen”. 


The  two  leaders  later  said 
they  were  committed  to 
working  together  to  enhance 
“financial  supervision”  of 
Internationa]  investors. 


including  hedge  funds.  They 
would  also  “address  issues  of 
exchange  rate  regimes  and 
improving  the  IMF’s  pro- 
grammes and  procedures". 


TRADING  IN  EURO 


Mild  teething 
troubles  deter 


big  purchases 


By  Alan  Beattie 


Trading  in  the  euro  has 
suffered  from  mild  teething 
troubles,  as  markets  remain 
thin  and  wary  after  settle- 
ment difficulties  deterred 
investors  from  making  large 
purchases  of  the  new  cur- 
rency. 

After  an  initial  burst  of 
strength  in  the  first  few 
hours  of  trading  on  Monday, 
the  euro  has  yet  to  find  a 
sustained  direction. 

It  fen  by  nearly  two  cents 
against  the  dollar  in  a few 
minutes  on  Wednesday,  as 
sales  of  the  euro  for  dollars 
In  a thin  market  sparked  a 
rush  out  of  the  new  cur- 


rency. 

With  most  action  in  the 
foreign  exchange  markets 
sin  cp  Monday,  driven  by  the 
dollar's  fen  against  the  yen, 
the  euro  has  yet  to  develop  a 
character  of  its  own. 

And  problems  with  Target, 
the  real-time  settlement  sys- 
tem, have  led  to  some  creep- 
ing doubts  about  tbe  euro- 
zone central  banks’  control 
over  trading  in  the  new  cur- 
rency. 

Some  market  participants 
also  blame  European  central 
banks  for  failing  to  inter- 
vene as  expected  in  the  mar- 
kets, causing  Wednesday's 
sharp  felL 

In  the  last  hour  of  foreign 
exchange  trading  in  Europe 
on  Wednesday,  the  euro 
dropped  from  $1,175  against 
the  dollar  to  $1,155,  more 
than  a cent  below  the  rate  at 
which  the  new  currency  was 
launched. 

Market  analysts  said  that 
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currency  is  that  Canadian* 
may  gradually  start  to  hold 
US  dollars  as  a way  to  pro- 
tect themselves  from  a vola- 
tile exchange  rate. 

While  a rising  number  of 
Canadian  companies  are 
reporting  their  earnings  in 
US  dollars,  and  are  hedfinC 
contracts  to  protect  ag»iw 
currency  losses,  there  is 
little  evidence  that  such  a 
collapse  of  confidence  has 
occurred.  US  dollar  accounts 


in  Canadian  banks,  for 
instance,  have  not  grown 
significantly  over  the  last 
decade. 

Canada’s  central  bank  has 
yet  to  be  persuaded  that  any 
of  these  concerns  outweigh 
the  benefits  of  exchange  rate 
flexibility.  The  message  to 
European  countries  fretting 
about  remaining  outside  the 
euro  zone?  As  one  central 
banker  put  it  "Don’t  be  too 
alarmed.” 


Egypt 

may 

convert 

dollar 


reserves 


sales  of  euros  at  about 
4pm  European  time  on 
Wednesday  caused  a small 
drop  in  the  value  of  tbe  cur- 
rency. 

But.  said  one  analyst, 
“traders  then  expected  the 
European  central  banks  to 
come  in  again  with  bids 
for  the  euro  which  had 
been  on  offer  earlier  in  the 
day. 

“When  they  did  not  mate- 
rialise the  euro  fell  further, 
and  traders  who  had  earlier 
taken  out  options  to  protect 
themselves  against  a fall  in 
the  currency  exercised  them, 
leading  to  more  heavy 
sales." 

Yesterday  the  euro 
crawled  slowly  higher,  fin- 
ishing the  London  trading 
session  at  $1.16. 

Tony  Norfield.  currency 
strategist  at  ABNAmro  in 
London,  said;  “The  well-pub- 
licised settlement  problems 
with  the  Target  system  did 
not  directly  cause  the  euro 
tofelL 

“But  they  have  meant  that 
euro  bulls  have  been  wary  of 
entering  the  markets  on  a 
large  scale,  meaning  that 
positive  sentiment  on  the 
euro  at  the  moment  is  not 
being  backed  up  with  capital 
flows." 

Mr  Norfield  added  that  for- 
eign exchange  dealers  had 
seen  few  signs  of  clearing 
problems  themselves. 

However,  the  delays  in 
moving  collateral  for  money 
market  operations  around 
the  settlement  system  had 
alerted  them  to  the  possibili- 
ties of  logjam  in  the  mar- 
kets. 


By  Mark  Huband  in  Cairo 


Egypt  is  considering 
converting  part  of  its  dollar 
reserves  into  euros,  .and  has 
opened  euro  accounts  at 
European  central  banks.  Tbe 
country’s  foreign  currency 
reserves  come  to  the  equbm- 
lent  of  about  $20bn,  mast  of 
which  is  in  US  dollars. 

All  Europe's  main  trading 
partners  in  the  Middle  East 
and  North  Africa  have 
responded  quickly  to  the 
launch  of  the  new  currency, 
with  a view  to  reducing  cur- 
rency conversion  costs  and 
exploiting  the  weight  of  tht 
euro  against  the  US  dollajf] 
Banks  throughout  the  regioi^ 
have  introduced  facilities  for 
trading  in  euros  as  well  as  in 
payment  and  settlement 
operations. 

“In  the  coming  period  we 
will  be  monitoring  the  mar- 
ket closely.  I’m  talking  about 
shift  and  change,  which  may 
have  an  impact  on  the  struc- 
ture of  our  reserves."  said 
Ismail  Hassan  Mohamed, 
governor  of  the  Central 
Bank  of  Egypt 

Egypt’s  total  trade  with 
European  Union  countries 
stood  at  $8-5bn  in  1997-98. 
accounting  for  3p  per  cent  of 
its  exports  and  39  per  cent  of 
its  imports.  A total  S-LSbu  of 
this  is  accounted  for  by  tbe 
top  five  countries  in  the  U 
member  euro-zone.  Egypt  is 
hopeful  the  UK  will  soon 
join  the  zone,  because  of 
benefits  to  Egypt-UK  trade, 
which  in  1997  stood  at 
$518m.  Tunisia  has  also 
moved  quickly  to  reap  the 
benefits  of  dealing  in  the 
euro.  Europe  accounts  for  75 
per  cent  of  its  annual  trade 
and  European  currencies 
account  for  up  to  55  per  cent 
of  Tunisia’s  foreign  pay 
merits. 

The  central  banks  in  both 
Egypt  and  Lebanon  have 
asserted  increasing  indepen- 
dence from  government  m 
recent  years,  and  the  launch 
of  the  euro  under  the  coafcrbi 
of  the  European  Central 
Bank  is  expected  to  he 
referred  to  widely  as  sin 
example  of  the  benefits,  nf 
both  independence  and  mon- 
etary union. 

Gulf  currency  dealers, 
whose  currencies  are  all 
pegged  to  the  US  do 
traded  only  small-  »mn 
In  tbe  euro  during  the 
three  days  of  the  new 
rency’s  life.  Dealers  were 
comparing  the  relative 
strengths  and  weaknesses  of 
the  euro  with  the  D-Mark 
and  the  French  franc, 
though  bankers  expect  euro 
trading  to  become  folly 
established  within  the  next- 
few  months. 

Fra:  governments  the  pros- 
pect of  denomihi 
issues  in  euros  is  now 
expected  to  be  considered, 
marking  a big  shift  away 
from  the  US  dollar,  in  which 
bonds  have  been  routinely 
issued. 

The  advantage  of  eurq- 
denominated  debt  has  yet  fa 
be  clarified  by  Arab  central 
bankers.  Egypt's  total  deb* 
stock  currently  held  in  tp£ 
currencies  of  the 
amounts  to  S9bn,  which 
government  views  ■J-NW’’ 
lively  held  in  euros  by  vJitoe 
of  the  fixed  exchange  fate5 
within  the  zone. 

Mr  Hassan  said  - no  ^ 
sion  had  been  made  as 
whether  new  borro**8® 
would  be  made  to  euros- 
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Socialists  raise  stakes  in  Brussels  dispute 

I'n.  UaB  RivUrt  anri  


Bf  HcS  Buckley  and 
Bams  Tactarta  Brussels 

The  European  Parliament’s 
largest  political  group,  the 
socialists,  yesterday  raised 
the  stakes  ahead  of  a 
censure  motion  against  the 
European  Commission, 
warning  that  it  would 
vote  to  sack  all  20  commis- 
si oners  next  week  if  other 
groups  tried  to  target  indi- 
viduals. 

At  the  same  time,  Pauline 
Green,  leader  of  the  socialist 
group,  also  warned  that  the 


stand-off  was 
jeopardising  vital  reforms  to 
Prepare  the  EU  for  eastern 

enlargement. 

It  was  Mrs  Green  who  last 
month  presented  the  censure 
vote,  after  parliament  voted 
hot  to  sign  off  the  EU’s  1996 
accounts  - challenging  the 
Commission's  financial  com- 
petence following  allegations 
of  mismanagement  and  cor- 
ruption in  some  EU  pro- 
grammes. 

She  had  always  said  that 
the  214  socialist  MEPs  would 
treat  the  motion  as  a vote  of 


-i 


confidence  and  would  back 
the  Commission. 

But  following  indications 
that  other  groups,  unhappy 
with  the  idea  of  an  Indis- 
criminate censure  - parlia- 
ment's only  official  sanction 
against  the  Commission  - 
would  try  to  find  ways  to 
press  individual  commission- 
ers to  resign,  Mrs  Green  said 
yesterday  that  the  socialist 
group  might  ehangg  its  posi- 
tion. 

“If  a resolution  is  passed 
which  says  that  this  commis- 
sioner or  that  commissioner 


should  be  sacked  then  we 
will  vote  in  favour  of  the 
motion  of  censure"  she  told 
journalists. 

"If  you  believe  that  com- 
missioners have  gat  to 
resign,  you  can't  sack  indi- 
vidual commissioners, 
you've  got  to  sack  the  whole 
lot" 

Some  other  groups  inter 
preted  the  high-risk  strategy 
as  an  attempt  to  frighten 
them  off  targeting  individu- 
als. 

The  European  Liberal 
Democrats,  parliament's 


third  largest  group,  agreed 
on  Wednesday  to  table  a 
non-binding  resolution  call- 
ing for  resignation  of  two 
commissioners  - Edith  Cres- 
son  and  Manuel  Marin  ** 
responsible  for  programmes 
which  have  attracted  the 
most  criticism. 

The  centre-right  European 

People's  party,  the  second 
biggest  group,  was  yesterday 
attempting  to  win  broader 
support  for  a strategy  involv- 
ing demanding  answers  from 
the  Commission  to  a series 
of  questions  on  its  commit- 


ment to  putting  its  house  in 
order. 

If  Its  answers  were  unsa 
tisfactory,  the  group  would 
launch  resolutions  targeting 
individual  commissioners. 

Jacques  San  ter,  Commis- 
sion president,  admitted  this 
week  there  had  been  some 
management  problems  - 
often  due  to  lack  of  human 
resources  - but  fraud  cases 
had  been  few  and  small 
scale. 

No  commissioners  were 
personally  responsible,  he 
added. 


D’Alema  to  meet  Pope  today 
& attempt  at  reconciliation 
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By  James  Blitz  In  Rome 

Massimo  D'Alema,  Italy's 
prime  minister,  will  today 
meet  Pope  John  Paul  n at 
the  Vatican,  an  historic 
encounter  that  seeks  to  end 
half  a century  of  feuding 
between  the  Italian  commu- 
nists and  the  Catholic 
church. 

In  an  official  visit  haiioH 
as  the  latest  attempt  by  Mr 
D'Alema  to  overcome  his 
part  as  a prominent  member 
of  the  Italian  Communist 
party  (PCD,  the  prime  minis- 
ter is  to  have  a half-hour 
Official  audience  with  the 

meeting,  which  will 
ve  all  the  trappings  of  a 
state  vhdt.  Is  being  seen  by 
commentators  as  a milestone 
for  Italy's  communists  and 
their  heirs. 

Fifty  years  ago,  Pope  Hus 
XII  excommunicated  all 
members  of  the  Italian  com- 
munist party  - a move  that 
meant  that  thousands  of  PCI 
members  were  denied  bap- 
tism, entry  to  churches  or  a 
religious  funeral. 

The  edict  was  repealed  by 
Pope  John  XXin  in  1963.  But 
even  after  this  date  and  wen 
into  the  1960s,  the  Vatican 
actively  ensured  that  mem- 
bers of  the  once  mighty  PCI 
were  kept  at  arms  length 
from  entering  any  Italian 
government. 

-ast  October,  when  Mr 
tlema  became  the  first 
er  communist  to 


Pope  John  Paul  (left)  and  Massimo  D' Alains  communists  ware  excommunicated  50  years  ago 


become  prime  minister,  the 
Vatican's  response  was  nota- 
bly cool. 

The  Vatican  daily,  L’Os- 
servatore  Romano,  reacted 
bitterly  to  his  appointment, 
remarking  bluntly  that  the 
new  premier  was  "a  man 
from  the  apparatus  of  the  ex- 
Italian  communist  party". 

Today's  meeting  is  the 
tenth  time  that  an  former 
communist  statesman  has 
received  an  audience  with 
Pope  John  PauL 

It  follows  attempts  by  Mr 
D'Alema  to  move  his  party, 


the  Democrats  of  the  Left 
(DS),  away  from  its  commu- 
nist past 

The  party  dropped  the 
hammer  and  sickle  from  its 
emblem  one  year  ago. 

Mr  D'Alema  has  made 
dear  his  admiration  for  the 
Pope. 

“Massimo  is  not  a believer, 
it's  no  secret"  said  Linda 
Giuva,  his  wife,  earlier  this 
weak.  “But  he  admires  the 
pontiff,  he  considers  him  one 
of  the  century's  great  per- 
sonalities." 

Behind  the  symbolism  of 


today's  meeting,  there  are 
also  thorny  Issues  for  the 
Vatican  and  the  Italian 
republic  to  discuss. 

The  Pope  is  hoping  that 
Mr  D'Alema  will  carry  out  a 
pledge  to  give  state  funding 
to  Catholic  schools. 

Both  sides  must  also  agree 
the  exact  terms  of  church- 
state  relations  in  the  area  of 
criminal  prosecution,  amid  a 
continuing  investigation  by 
Italian  magistrates  into  the 
Archbishop  of  Naples,  who  is 
accused  of  involvement  In  a 
usury  ring. 


Plan  would 
cut  German 
EU  payments 


By  Ralph  Atkins  In  Bonn 


Germany's  net  payments  to 
the  European  Union  would 
be  cut  substantially,  while 
the  UK  would  be  €2.4bn 
(S2.7bn)  worse  off  under  pro- 
posals put  forward  yesterday 
for  reforming  EU  finances  by 
an  independent  council  of 
economic  advisers  working 
for  the  Bonn  government. 

Germany  would  be  better 
off  by  €&£bn  under  the  pro- 
posals for  cutting  EU  agri- 
cultural, structural  aid  and 
regional  policy  budgets  by  25 
per  cent,  as  well  as  overhaul- 
ing the  system  for  determin- 
ing contributions  by  member 
states. 

The  advisory  council  also 
argued  that  the  basis  for  the 
UK’s  EU  rebate,  negotiated 
by  former  prime  minister 
Margaret  Thatcher  in  the 
early  1960s,  no  longer  existed 
and  should  now  be  surren- 
dered. 

If  the  UK  does  not  give 
up  its  rebate,  then  you  can 
do  practically  nothing,  you 
can  only  make  cosmetic 
changes,"  said  Professor 
Manfred  Neumann,  the 
council's  chairman. 

The  report  highlights  the 
political  difficulties  Ger- 
many will  face  in  its  efforts 
to  win  a significant  reduc- 
tion in  its  net  contribution 
to  the  EU,  which  reached 
€llbn  in  1997  - by  for  the 


highest  of  any  member  state. 

Bonn,  which  currently 
holds  the  EU  presidency, 
argues  the  planned  enlarge- 
ment of  the  Union  cannot  go 
ahead  until  the  Union's 
finances  are  reformed.  But  if 
Germany  should  follow  the 
council's  advice,  it  will  meet 
stiff  resistance  from  the  Brit- 
ish government,  which  has 
said  Its  rebate  is  not  up  for 
discussion. 

The  council  suggested  the 
existing  complex  mecha- 
nisms for  determining  mem- 
ber states'  contributions 
should  he  replaced  by  a sys- 
tem based  on  member  state's 
national  incomes  and  voting 
strengths  within  the  EU. 
Countries  receiving  money 
from  Brussels  for  EU  pro- 
grammes should  co-finance 
them  to  a far  greater  extent 

Under  the  advisory  coun- 
cil's proposals,  France  would 
also  benefit  by  a net  €i.6bn. 
Italy,  Spain  and  Greece 
would  be  worse  off  - 
although  not  to  the  extent  of 
tbe  UK- 

German  diplomats  played 
down  the  significance  of  the 
report,  arguing  that  the 
problems  of  the  EU’s 
finances  required  political, 
rather  than  academic  solu- 
tions. But  Werner  Mtlller, 
economics  minister,  said  the 
council’s  report  “confirmed" 
Germany's  negotiating  posi- 
tion in  Brussels. 


Accord  clears  way  for  Polish  steel  job  losses 


Ry  CMstoper  BoMnsM 
in  Warsaw 


The  Polish  government 
yesterday  signed  a deal  with 
unions  and  employers  which 
cleared  the  way  for  17,000 
redundancies  in  the  steel 
industry  in  the  industrial 
district  of  Silesia  over  the 
next  five  years. 

Coal  is  heavily  concen- 
trated in  Silesia,  which  until 
now  has  had  an  unemploy- 
ment rate  of  around  5 per 
, one  of  the  lowest  in  the 


£ 


country.  The  national  aver- 
age is  just  over  9 per  cent. 

Last  year  the  government 
introduced  a redundancy 
scheme  for  the  state-owned 
coal  industry,  which  should 
cut  total  employment,  cur- 
rently 248,000,  by  more  than 
50  per  cent  over  the  next 
four  years. 

Over  30  per  cent  of  the 
steel  industry  is  in  private 
httprin  and  the  government  Is 
set  to  complete  the  sector’s 
privatisation  by  the  end  or 
next  year.  Talks  are  cur- 


rently continuing  with  Brit- 
ish Steel  on  the  takeover  of 
the  Huta  Katowic  steel- 
works. 

Voest  Alpine,  the  Austrian 
steelmaker,  is  negotiating  a 
big  investment  in  the  Sedri- 
mir  steelworks  in  Krakow, 
The  planned  takeover  should 
see  around  $L5bn  spent  on 
modernising  the  two  mills 
and  will  also  involve  signifi- 
cant redundancies. 

The  two  mills  cover  half  of 
the  Industry's  8m  ton  steel 
output.  Their  disposal  is 


being  closely  watched  by  tbe 
European  Commission  in 
Brussels,  which  has  been  set 
tbe  task  by  the  member 
countries  of  ensuring  that 
Poland  privatises  and  ends 
state  aid  to  the  sector. 

Poland  is  negotiating  an 
accord  with  Brussels  which 
would  see  the  EU  accepting 
a target  annual  capacity  for 
Poland's  steel  Industry  of 
13.7m  tonnes  in  2010.  The 
target  employment  level  is 
set  at  40,000  compared  with 
the  90,000  currently 


employed  In  the  sector. 

Under  yesterday’s  accord 
the  state  budget  will  cover  a 
quarter  of  the  800m  zlotys 
($228m)redundancy  pro- 
gramme. The  mills  them- 
selves will  pay  half  the  total 
outlay.  The  remaining  200m 
zlotys  will  be  paid  for 
through  the  European 
Union's  Phare  aid  pro- 
gramme. 

Workers  near  to  retire- 
ment age  win  be  able  to  take 
up  their  pensions  early  while 
others  will  be  offered  free 


retraining  courses.  A mere 
1,500  people  will  qualify  for  a 
30,000  zlotys  one-off  redun- 
dancy payment.  This  year  a 
total  of  232m  zlotys  will  be 
spent  on  the  Job  redundancy 
scheme,  with  the  employers 
covering  a third  of  the  cost 
The  steel  accord  contrasts 
with  Poland's  4.31m  zlotys 
coal  scheme  where  the  state 
is  paying  for  the  redundan- 
cies and  Is  looking  for  sup- 
port in  the  form  of  a planned 
$lbn  loan  from  the  World 
Bank. 


NEWS  DIGEST 


PLAN  TO  DELAY  REPROCESSING  BAN 


German  coalition  may 
compromise  on  N-poiicy 

German  government  officials  indicated  yesterday  that  a 
compromise  had  emerged  to  settle  a damaging  row  within 
the  ruling  coalition  over  its  commitment  to  abandon 
nuclear  energy.  Chancellor  Gerhard  SchrOder  and  his 
junior  partners,  the  environmentalist  Greens,  have  been 
locked  In  a fierce  political  battle  over  how  quickly  the 
phase-out  can  be  achieved.  The  Greens  want  it  to  go 
ahead  as  soon  as  possible. 

The  withdrawal  was  to  have  begun  with  an  immediate 
ban  on  German  nuclear  waste  being  sent  abroad  for 
reprocessing.  But  nudear  companies  warned  that  could 
put  them  In  breach  of  contract  with  French  and  British 
reprocessing  companies. 

The  economics  ministry  said  It  was  now  discussing  a 
plan  to  delay  the  ban  for  one  year  with  representatives  of 
JQrgen  Trittin.  the  Green  environment  minister.  Mr  Schro- 
der's centre-left  Social  Democrats  and  the  Greens  are  due 
to  meet  next  Wednesday  to  hammer  out  their  differences 
on  the  issue.  Reuters,  Bonn 

TURKISH  POLITICS 


Ecevit  seeks  to  form  cabinet 

Bulent  Ecevit.  the  veteran  Turkish  political  leader,  was  yes- 
terday asked  to  form  a caretaker  administration  to  run  Tur- 
key until  elections  scheduled  for  Aprfl  18. 

Mr  Ecevit,  a former  socialist  prims  minister,  plana  to 
present  a cabinet  list  to  Suleyman  Demlret,  the  Turkish 
president  on  Monday,  and  said  he  would  have  no  prob- 
lems in  winning  a vote  of  confidence  in  parliament  sched- 
uled for  January  17.  Mr  Ecevifs  reappointment  as  prime 
minister  designate  marks  the  end  of  a protracted  search 
for  a new  administration  which  has  lasted  since  Mesut  Ytt* 
maz,  the  centre-right  prime  minister,  was  ousted  In  a no- 
confidence  vote  43  days  ago. 

Mr  Ecevit  is  expected  to  tom  a coaHtkxi  with  the  partici- 
pation or  support  of  Mr  YHmaz's  Motherland  party  and 
True  Path,  the  country's  other  centre-right  party  led  by 
Tansu  Oilier.  Leyta  Boulton,  Ankara 


ELECTRONIC  WHOLESALE  BOND  MARKET 

Lamfalussy  to  become  chief 

Baron  Alexander  Lamfalussy,  the  former  president  of  the 
European  Monetary  Institute  (now  the  European  Central 
Bank),  yesterday  was  named  chairman  of  EuroMTS,  the 
new  pan-European  electronic  wholesale  bond  market. 

Baron  Lamfalussy,  69,  also  a former  head  of  the  Basle- 
based  Bank  for  International  Settlements,  said  EuroMTS 
was  currently  the  only  initiative  in  Europe  “capable  of 
implementing  a broadly  distributed  euro -denominated 
wholesale  government  bold  market". 

EuroMTS  is  expected  to  become  the  reference  point 
used  by  both  Emu  governments  and  financial  Institutions 
for  the  European  sovereign  debt  market 
EuroMTS,  a newly  created  private  company  Incorporated 
in  the  UK,  was  launched  last  November  and  trading  is 
expected  to  begin  in  the  first  few  months  of  this  year. 

Paul  Betts,  Milan 


KOSOVO  JCRISIS 

Serbs  blockade  Pristina 

Armed  Serb  civilians  blockaded  all  main  roads  in  Kosovo 
yesterday,  virtually  sealing  off  the  provincial  capital  Pris- 
tina, according  to  eyewitnesses  and  observers. 

The  action  comes  in  protest  against  the  killing  of  a Serb 
security  guard  on  the  eve  of  the  Orthodox  Christmas.  Serb 
sources  confirmed  the  cutting  of  most  of  the  roads  and  an 
Organisation  for  Security  and  Co-operation  In  Europe 
(OSCE)  spokesman  also  confirmed  that  at  least  two  had 
been  blocked.  "People  are  manning  road  blocks  armed 
with  automatic  and  semi-automatic  rifles.  They  are  not  let- 
ting anyone  through,"  said  an  eyewitness. 

French  president  Jacques  Chirac  called  yesterday  tar 
renewed  diplomacy  to  solve  the  Kosovo  crisis,  saying  the 
six-nation  Contact  Group  should  Initiate  new  action  and 
the  waning  skies  should  show  responsibility,  "Strong  <Sp- 
tomatic  action  Is  urgently  required  to  get  out  of  this  dan- 
gerous diplomatic  Impasse,”  he  said.  Reuters,  Pristina 
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THE  AMERICAS 


IMPEACHMENT  CASE  NO  ONE  YET  KNOWS  HOW  IT  WILL  PROCEED,  LET  ALONE  END;  THOUGH  A SHORT  TRIAL  NOW  SEEMS  UNLIKELY 


Many  trials 
ahead  as 
bargaining 
goes  on 


m 


By  Mark  Suzman  in  Washington 

The  most  important  trial  in 
modern  US  political  history 
may  have  begun,  hut  late 
yesterday  it  still  remained 
unclear  exactly  how  it  would 
proceed,  let  alone  endL 

Even  as  William  Rehn- 
quist.  the  chief  justice  of  the 
Supreme  Court,  was  swear- 
ing in  members  of  the  Sen- 
ate to  act  as  jurors  for  the 
duration  of  the  impeachment 
proceedings  against  Presi- 
dent Bill  Clinton,  behind  the 
scenes  manoeuvring  on  their 
structure  and  format  was 
continuing. 

Following  sustained  oppo- 
sition from  rightwing  Repub- 
licans, earlier  proposals  for  a 
very  short  trial  lasting  only 
a few  days  seemed  dead. 
Beyond  that,  however,  little 
seemed  certain. 

The  most  contentious 
issue  remained  whether  wit- 
nesses would  be  called  and  if 
so.  how  many. 

Democrats  and  the  White 
House  have  strongly  opposed 
such  a move,  arguing  that  it 
would  prolong  proceedings 
and  was  unnecessary  given 
the  amount  of  information 
already  collected  by 


Kenneth  Starr,  the  special 
prosecutor. 

Republicans  initially  pro- 
posed a closed-door  meeting 
of  all  senators.  However. 
Democrats  rejected  the  move 
on  the  grounds  it  was 
unlikely  to  solve  the  prob- 
lem. 

In  a bid  to  win  support  for 
a shorter  trial,  tbe  White 
House  yesterday  indicated 
that,  while  the  president's 
lawyers  did  not  believe  the 
record  was  entirely  correct, 
they  were  prepared  to  let  the 
testimony  in  Mr  Starr's 
report  go  unchallenged  in 
the  Interests  of  a rapid  reso- 
lution to  the  crisis  - the  first 
time  it  has  made  such  a com- 
mitment. 

However,  Joe  Lockart,  Mr 
Clinton's  press  secretary, 
warned  if  the  Senate  decided 
to  call  witnesses,  the  White 
House  was  prepared  to 
launch  a comprehensive 
rebuttal  that  could  signifi- 
cantly lengthen  the  proceed- 
ings. 

“If  they  insist  on  bringing 
witnesses  it  will  signifi- 
cantly extend  and  delay  this 
process  and  all  bets  are  off," 
he  said. 

But  the  Republican  man- 


Microsoft  tip 
begin  defend 
next  week 


Henry  Hyde,  chairman  of  House  of  Representatives'  Judiciary  Committee,  after  reading  out  charges  against  Cflnton  In  Senate  chamber  AP 


agers  from  the  House  of  Rep- 
resentatives - who  will  act 
as  Mr  Clinton's  prosecutors 
in  the  trial  - continued  to 
insist  they  should  be 
permitted  to  call  key 
witnesses  to  support 
their  case  that  the  president 
committed,  perjury  and 
obstructed  justice  in  cover- 
ing up  his  affair  with  Monica 
Lewinsky,  the  former  White 
House  intern. 

At  the  very  least,  they 


wish  to  cross-examine  Ms 
Lewinsky.  Betty  Currie,  the 
president's  personal  secre- 
tary and  Vernon  Jordan,  a 
confidant  of  Mr  Clinton. 

A small  bloc  of  around 
la-20  conservative  Republi- 
can senators  have  been 
backing  the  House  moves, 
but  a similar  group  of 
moderates  are  opposed 
to  having  witnesses  for  fear 
a drawn-out  trial  could  have 
damaging  repercussions  on 


tbe  party  In  the  2000  elec- 
tions. 

Republicans  hold  a 55-45 
majority  in  the  Senate,  with 
□early  all  the  Democrats 
opposed  to  a full  triaL 

In  an  effort  to  flesh  out  a 
compromise,  Trent  Lott,  the 
Senate  majority  leader,  was 
yesterday  working  on  a new 
plan  which  would  restrict 
calling  any  witnesses  unless 
there  were  conflicts  in  the 
testimony  contained  in  the 


Starr  report  that  required 
clarification.  A majority  of 
members  would  then  have  to 
approve  any  witness  called 
by  either  the  prosecution  of 
tbe  defence. 

If  such  a proposal  is 
adopted,  the  trial  will  most 
likely  begin  some  time  next 
week,  last  for  around  a 
month,  but  would  not  drag 
on  into  the  spring  and  sum- 
mer as  many  members  on 
both  sides  fear. 


FCC  nearing  decision  on  telecoms  mergers 


By  Mark  Suzman 

The  head  or  the  Federal 
Communications  Commis- 
sion. the  chief  US  telecom- 
munications regulator,  yes- 
terday said  the  agency  was 
planning  to  rule  within  six 
months  on  three  big  pending 
mergers. 

Outlining  his  agenda  for 
1999.  William  Kennard  added 
the  agency  would  soon 
announce  new  rules 


designed  to  speed  up  inter- 
net access  for  residential 
users.  “Americans  want  the 
internet  to  go  faster,"  he 

said. 

Mr  Kennard  said  he  expec- 
ted the  FCC  to  make  in  the 
first  half  of  this  year  a final 
decision  on  AT&T's  proposed 
J32bn  (£19bn)  takeover  of 
TCI,  as  well  as  the  $56bn 
planned  merger  between 
SBC  Communications  and 
Ameritech  and  the  S52bn 


purchase  of  GTE  by  Bell 
Atlantic.  Tbe  FCC  is 
required  to  assess  whether 
all  telecommunications 
mergers  are  in  tbe  "public 
interest". 

Mr  Kennard  hinted  the 
FCC  was  looking  favourably 
on  the  proposed  AT&T, TCTI 
deal,  which  has  already  been 
approved  by  the  Justice 
Department,  as  the  company 
was  proposing  to  upgrade  its 
network  to  provide  faster 


internet  access  and  other 
sen-ices.  "It  has  the  prospect 
of  being  a very  exciting 
transaction  because  it  is  just 
what  Congress  anticipated  in 
the  1996  Telecommunica- 
tions Act  [designed  to 
deregulate  the  domestic  US 
telecommunications  mar- 
ket].'' he  said. 

However,  the  FCC  chair- 
man was  more  cautious 
about  tbe  other  two  pro- 
posed mergers,  which  are 


opposed  by  consumer  groups 
and  long-distance  compa- 
nies. The  FCC  has  been 
involved  in  a long-running 
battle  with  the  so-called 
Baby  Bells  - regional  phone 
monopolies  including  SBC, 
Ameritech  and  Bell  Atlantic 
- over  whether  they  have 
allowed  sufficient  competi- 
tion in  their  local  market  to 
be  permitted  to  offer 
long-distance  services. 

Although  he  declined  to 


release  details,  Mr  Kennard 
also  said  the  FCC  would  this 
month  issue  rules  to  create 
incentives  for  companies  to 
invest  in  high-speed  internet 
access  for  consumers.  Many 
companies  have  been  delay- 
ing making  the  necessary 
upgrades  to  systems  because 
of  unresolved  disputes  over 
whether  and  how  competing 
Internet  service  providers 
might  be  granted  access  to 
their  networks. 


By  Richard  Wolffe 
in  Washington  

After  10  weeks  of  allegations 
of  predatory  conduct,  indus- 
trial sabotage  and  technical 
obscurity,  the  US  govern- 
ment's antitrust  case  against 
Microsoft  entered  its  final 
stages  yesterday  with  nei- 
ther side  conceding  any 
ground  in  the  bitter  court- 
room dispute. 

Franklin  Usher,  econom- 
ics professor  at  Massachu- 
setts Institute  of  Technology. 
Insisted  Microsoft  had  pur- 
sued illegal,  anti -competitive 
strategies  to  preserve  its 
dominant  market  position 
over  the  computer  industry. 
Microsoft  will  begin  Its 
attempts  to  demolish  Mr 
Fisher’s  - and  the  govern- 
ment's - case  when  it 
launches  its  defence  next 
week  with  the  first  of  12  wit- 
nesses. 

While  his  evidence  has 
cast  no  new  allegations 
against  Microsoft,  Mr  Fisher 
has  underscored  how  the 
antitrust  case  revolves  more 
around  Microsoft's  central 
product.  Windows,  than  its 
famously  competitive  battles 
over  internet  software. 

He  has  argued  that  Micro- 
soft feared  its  Windows  oper- 
ating software  - which 
drives  more  than  90  per  cent 
of  the  world's  personal  com- 
puters - was  being  under- 
mined by  the  development  of 
internet  browsing  software. 

The  government  claims 
Microsoft  feared  that  such 
browsing  software  - which 
allows  computer  users  to 
read  information  on  the 
worldwide  web  - would  dis- 
place Windows  as  the  most 
important  and  visible  soft- 
ware on  personal  computers. 

As  the  US  Justice  Depart- 
ment's final  witness  and 
chief  economics  expert.  Mr 
Fisher  effectively  summar- 
ised tbe  government’s 
charges  that  Microsoft  had 
"created,  preserved  and 
increased  barriers  to  entry" 
in  both  the  operating  system 
and  internet  software  mar- 
kets. 


Microsoft  is  expected  to 
complete  a wide-ranging 
cross-examination  of-  Mr 
Fisher’s  testimony  on  J&ai- 
day,  including  a dosed  hear-  ‘ 
ing  on  its  secret  pricing 
strategies  for  computer  mak- 
ers. • • 

However,  its  real  rebuttal 
will  begin  the  fbllowlng  day 
with  testimony  from  its  first  ' 

witness,  Richard  Schmtrtpp- 
see.  Mr  Schmalensee.  Micro- 
soft's leading  economics  rwtt-: 

ness,  is  a close  colleague-  rfL. 

Mr  Fisher  as  dean  crf  MTT  ^v 
Sloan  School  of  Manage-^ 
menL  . w 

He  will  be  followed,  by  a 
series  of  Microsoft  execu-  . 
fives  who  will  be  cross-exam- 
ined by  the  government’s 
lawyers  over  a series  of 
internal  e-mails.  The  inter- 
nal memos  have  proved  to 
be  tbe  government’s  best 
evidence  of  anti-competitive 
conduct  by  the  company 
over  the  course  of  the  triaL 
Mr  Fisher's  evidence  has 
succeeded  in  switching  tbe 
court's  attention  away  from 
the  narrow  competitive 
issues  surrounding  internet 
software  to  Microsoft's 
broader  conduct. 

This  could  pose  a far  . 
greater  threat  to  Microsoft’s 
future,  if  the  court  rules  Aku 
favour  of  the  case  broug^Kj 
by  the  US  government  anlw 
19  states-  ® 

Judge  Thomas  Jackson 
intervened  in  Microsoft's 
c r oss-exam  in  a ti  on_jaarfier 
this  week,  indicating  an 
apparent  shift  of  opinion 
over  the  impact  of  the 
merger  between  two  of  the 
world's  largest  internet  com- 
panies. 

The  judge  appeared  to 
reject  Microsoft's  argument 
that  the  merger  between 
Netscape  Communications 
and  America  Online  would 
pose  a substantial  competi- 
tive threat  to  Microsoft.  ■ 

Last  month  he  suggested 
the  merger  with  Netscape  - . 
the  internet  software  pioneer 
which  Is  Microsoft's  alleged 
victim  - could  represent  a 
"very  significant  change 
tbe  playing  field". 
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By  Henry  Tricks  bi  Mexico  City 


A year  after  Guillermo  Ortiz 
took  office  as  governor  of 
Banco  de  M&rico,  a sharp 
rise  in  inflation  has  sapped 
the  credibility  of  the  central 
bank  and  put  it  under  addi- 
tional pressure  to  meet  this 
year’s  tough  pricing  targets. 

According  to  Mr  Ortiz, 
inflation  in  1998  was  18.7  per 
cent,  well  above  the  12  per 
cent  target  and  higher  than 
the  15.7  per  cent  annual 
level  he  inherited  when  he 
took  over  an  'autonomous 
institute  whose  sole  mandate 
is  price  controL 

Tbe  poor  performance  has 
forced  economists  to  ratchet 
up  their  inflationary  expec- 
tations for  this  year.  While 
the  government  Is  targeting 
a rise  in  tbe  consumer  price 
index  of  13  per  cent,  a recent 
central  bank  survey  of  26 
private  economists  showed 
they  expected  inflation  of 
1822  per  cent  Some  corpora- 
tions are  drawing  up  their 
budgets  on  estimates  of  19 
per  cent  inflation  or  more. 

Complicating  the  bank’s 
task  is  Mexico’s  political  cal- 
endar. Presidential  elections 
will  be  held  in  2000,  and  Mr 
Ortiz,  an  influential  member 
of  the  ruling  Institutional 
Revolutionary  party,  is  con- 
sidered reluctant  to  drive  tbe 
economy  into  recession  to 
curb  inflation. 

Controls  on  inflation  have 
been  undermined  by  a recent 
surge  in  the  price  of  public 
sector  products  such  as  pet- 
rol and  diesel,  putting  the 
onus  on  the  central  bank 
and  fiscal  policymakers  to 
synchronise  efforts. 

Late  last  year  Mr  Ortiz 
admitted  the  fight  against 
inflation  been  “unsatis- 
factory". and  he  vowed  to 
wrestle  it  back  down  this 
year. 

A top  aide  noted  that  price 
increases  were  largely 
fuelled  by  unexpected 
shocks  - such  as  low  oil 
prices,  a 25  per  cent  slide  in 
the  peso,  and  bad  weather. 
But  be  acknowledged  these 
were  merely  “apologies". 

“Credibility  is  the  key 
word  this  year,  and  tbe  only 
way  to  win  back  our  credibil- 
ity fe  to  reduce  inflation."  a 
deputy  bank  governor  said 
this  week. 


By  George  Graham, 

Banking  Editor 

Leading  international  banks 
have  formed  a taskforce  to 
tighten  up  risk  management 
practices  in  the  wake  of  the 
near-collapse  of  the  Long 
Term  Capital  Management 
hedge  fund  last  summer. 

A group  of  12  banks  from 
the  US  and  Europe  have 
formed  a committee  to  set 
out  new  industry  standards 
for  managing  counterparty 
risk  and  controlling  expo- 
sures in  over-the-counter 
derivatives  markets.  The 
group  is  expected  to  propose 
new  measures  this  spring. 

The  intent  is  to  promote 
enhanced  best  practices  in 
credit  and  market  risk  man- 
agement and  in  compiling 
key  information,"  the  group 
said  in  an  announcement 
yesterday. 

Some  regulators  said  the 
initiative  could  be  an 
attempt  to  bead  off  tbe 
threat  of  greatly  increased 
regulation  imposed  hy  bank 
supervisors. 

The  Basle  Committee  of 
international  banking  super- 
visors is  also  expected  this 
month  to  propose  new  mea- 
sures dealing  with  highly 
leveraged  institutions  such 
as  hedge  funds. 

But  some  leading  regula- 
tors. including  Alan  Green- 
span, chairman  of  the  Board 
of  Governors  of  the  Federal 
Reserve,  are  sceptical  about 
the  ability  of  governments  to 
deal  with  such  risks  by 
increased  regulation. 

“Twenty-first  century 
financial  regulation  is  going 
to  increasingly  have  to  rely 
an  private  counterparty  sur- 
veillance to  achieve  safety 
and  soundness.  There  is  no 
credible  way  to  envision 
most  government  financial 
regulation  being  other  than 
oversight  of  process,"  Mr 
Greenspan  said  in  a speech. 

The  industry  group  is 
chaired  by  Gerald  Corrigan, 
former  president  of  the  Fed- 
eral Reserve  Bank  of  New 
\ork  and  now  a partner  at 
Goldman  Sachs,  the  invest- 
ment  bank,  and  Stephen 
Thieke.  another  former  Fed 
official  who  now  heads  risk 
management  at  J.P.  Morgan, 
tbe  US  wholesale  bank. 


NEWS  DIGEST 


US  ECONOMY 


Factory  orders  point  to 
strong  finish  for  1998 

New  orders  to  US  factories  rebounded  in  November,  partly 
recovering  from  a sharp  decline  the  month  before,  but 
analysts  are  watching  worrying  year-end  unemployment 
benefit  applications.  Orders  rose  0.6  per  cent  to  a season- 
ally adjusted  $337bn  following  a 1.7  per  cent  plunge  - the 
sharpest  in  five  months  - in  October,  the  Commerce 
Department  said  yesterday.  It  was  the  fifth  increase  in  six 
months,  suggesting  the  economy  wound  up  1908  on  a 
strong  note.  For  the  first  11  months  of  the  year,  factory  • 

orders  were  2 per  cent  higher  than  the  same  period  of 
1997.  ’] 

Economists  have  been  scrutinising  jobless  claims  at 
state  unemployment  offices  for  signs  the  global  economic 
crisis  might  pinch  US  workers.  During  the  week  ended 
January  2,  a seasonally  adjusted  350,000  claims  were 
filed,  the  Labour  Department  said.  That  represented  a drop 
of  22,000  but  only  partly  made  up  for  a jump  of  83,000  - 
to  372,000  - the  week  before.  AP,  Washington 
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Colombian  president  snubbed 

President  Andrds  Pastrana  of  Colombia  was  snubbed  yes- 
terday by  Manuel  Maruianda.  head  of  the  Revolutionary 
Armed  Forces  of  Colombia  (Fare)  guerrilla  group,  who 
railed  to  turn  up  at  the  start  of  formal  peace  talks.  . 

An  opening  ceremony  In  San  Vicente,  a remote  jungle 
towrc  was  packed  with  government  officials,  diplomats 
and  foreign  guests.  Guerrilla  spokesmen  had  earlier  tilted 
security  concerns  as  a possible  reason  for  Mr  Maruianda 
to  boycott  the  meeting,  which  marked  the  start  of  talks  to 
agree  an  agenda  and  venue  for  full-fledged  negotiations  ’ 

i 

PINOCHET  HEARING  ' 

Legal  rift  with  Santiago 

£..^!2lbe!wefn  B,e  Chilean  government  and  the  coun- 
fry  s former  leader,  Augusta  Pinochet  emerged  yesterday 

merits  before  a House  of  Lords  hearina  later 
Bntehtaw  lords  will  decide  at  the  hearirS^SjS' 

expected  to  repeat  th*  , 
form eKf S SJfe  B 'mmunB ^ prosecution aea  I 

Chilea^gmarnrn^dwi|i'b»dS:!de  T*  WBek  wheIhflr  the 
hearing,  which S £ 'S  °wad  to  «*  main 
the  Lords’  unprSdereLt^T?  18, 7,10  h9artn9  fo*’"” 
removing  immSfron^!0^00 ? quash  ■** . 
law  lords  failed  todecSrfhk  r^61*6®03080  onBafm 
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INTERNATIONAL  _ 

ANGOLA  DIAMOND  MINE  AMBUSH  REBELS  KILL  FOUR  MINERS  AT  KEY  GOVERNMENT  PROJECT  □ MINING  COMPANIES  TIGHTEN  SECURITY 


Unita  attack  worries  foreign  investors 


By  GBttan  O’Connor  in  London 

Foreign  mining  companies 
in  Angola  were  re-examining 
tbeir  positions  yesterday 
after  four  diamond  miners 
were  killed  in  an  ambush  by 
an  armed  band  believed  to 
be  Unita  rebels. 

The  attack  came  just  two 
months  after  an  attack  at  a 
Canadian-owned  mining  site 
left  eight  employees  dead.  16 
injured  and  10  missing. 
Unita  claimed  responsibility 
for  the  first  attack  - at 


Yetwene  on  November  8. 

The  four  reported  dead 
yesterday  included  Patrick 
Bergin,  a British  civil  engi- 
neer and  manager  of  the 
Angolan  mining  project, 
Mario  Trepechio,  a Brazilian, 
and  two  Angolan  guards, 
The  attack  occurred  on  the 
road  to  the  Luzamba  bead- 
quarters  of  the  Cuaago  proj- 
ect operated  by  Sooedade  de 
DesenvoMmento  Mineiro  de 
Angola  SARL  (SDM).  Mel- 
bourne-based Ashton  Mining 
has  a 33  per  cent  interest  in 


SDM.  alongside  the  state 
company  Endfauna  and  the 
Brazilian  Odebrechi. 

Tbe  attack  took  place  even 
though  SDM  employs  a secu- 
rity force  of  over  500,  at  fi 
cost  of  $L3m  a month. 

The  four  employees  who 
died  were  travelling  from  an 
important  new  development 
of  Luzamba,  the  country’s 
biggest  diamond  project.  In  a 
lone  vehicle. 

Luzamba  has  been  tossed 
to  and  fro  between  the  gov- 
ernment and  the  rebels  as 


the  fortunes  of  war  have 
changed  Until  199Z  it  was  a 
government  project,  but  was 
under  rebel  control  until  the 
start  of  1996- 

Official  large-scale  •mntfng 
only  recommenced  in 
August,  and  is  expected  to 
produce  substantial  reve- 
nues far  the  government. 
Analysts  said  the  attack  was 
one  ol  a series  by  Unita 
designed  to  intimidate  min- 
ers and  won?  foreign  inves- 
tors. But  it  seemed  unlikely 
that  the  latest  Incident 


would  stop  either  local 
people  or  foreign  Companies 
continuing  to  dia- 
monds in  Angola. 

■ Ashton  said  yesterday  it 
had  Instructed  Control 
Bisks,  its  security  adviser,  to 
accelerate  its  review  of 
Angolan  arrangements.  And 
DlamondWorks,  the  Vancou- 
ver-based company  involved 
in  the  November  attack,  said 
it  was  still  hoping  to  reopen 
its  mine  at  Yetwene. 
though  no  date  has  been 
set 


Angola  is  the  world’s  fifth 
largest  source  of  diamonds, 
with  an  estimated  5.3m 
carats  of  rough  stones  worth 
about  $800m  produced  in 
1997.  Most  of  the  mining  con- 
sists of  small  scale  illegal 
operations  by  or  for  the 
Unita  rebels.  One  crude  pre- 
cis of  government/ rebel 
finances  is  that  the  govern- 
ment is  financed  by  oil  and 
the  rebels  by  diamonds,  but 
Luzamba  wfll  give  the  gov- 
ernment a strong  additional 
source  of  cash. 


Blair  builds  on 
ANC  ties  with 
Labour  party 


By  ftobert  fasten  and 
Victor  MaHet  In  Pretoria 

Thabo  Mbeld  is  a politician 
who  chooses  his  words  with 
care.  So  when  the  deputy 
president  of  South  Africa 
said  yesterday  that  the  UK 
could  never  be  “just  another 
country”,  there  was  almost 
certainly  a deliberate  ambi- 
guity. 

Tony  Blair,  who  is  in  Pre- 
toria on  a charm  offensive, 
would  like  it  to  mean  there 
1$  a special  relationship 
between  the  two  govern- 
ments, because  of  their  his- 
toric economic  ties  and  the 
close  links  between  the  Brit- 
ish Labour  party  and  the 
African  National  Congress. 

Partly  because  of  a British 
colonial  involvement  in 
southern  Africa,  the  UK  is 
South  Africa's  biggest  trad- 
ing partner  - two-way  trade 
Is  worth  £5bn  a year  - and 
the  largest  foreign  investor, 
with  about  £iObn  invested. 

The  future  spoils  for 
Britain  could  also  be 
immense,  according  to  Mr 
Blalr’s  advisers,  in  terms  of 
investments,  exports  and  an 
association  with  the  country 
expected  to  lead  the  regener- 
ation of  the  African  conti- 
nent. And  the  UK  prime 
minister  has  identified  Mr 
Mbeki,  expected  to  become 
president  on  Nelson  Mand- 


ela’s retirement  in  the 
spring,  as  crucial  to  his 
ambitions. 

It  should  also  be  good  for 
South  Africa  - with  its  mod- 
em economy  and  vigorous, 
four-year-old  democracy,  but 
reeling  somewhat  isolated  at 
the  tip  of  a continent 
plagued  by  wars  and  poverty 
- to  have  a close  friend  in 
Britain. 

But  the  UK’s  colonial  past 
bas  left  scars  and  members 
of  the  South  African  govern- 
ment seem  wary  of  the 
notion  that  the  UK  should  be 
South  Africa's  bridge  to  the 
European  Union. 

And  there  is  evidence  of 
the  dangers  of  an  exclusive 
relationship.  The  UK’s 
staunch  support  for  South 
Africa  in  its  prolonged  nego- 
tiations to  secure  a favoura- 
ble trade  deal  with  the  Euro- 
pean Union  has  not 
delivered  a way  through  an 
impasse  over  exports  of 
South  African  port  and 
sherry  - although  Mr  Blair 
was  hopeful  of  progress. 

In  most  respects,  however, 
the  relationship  between  the 
two  governments  seems 
close.  Esop  Pasad.  senior 
aide  to  Mr  Mbeki.  stressed 
that  the  struggle  against 
apartheid  had  created  many 
personal  links  between 
Labour  and  the  ANC. 

Mr  Blair  and  Mr  Mbeki 


Agreement  on 
$5bn  weapons 
offset  deal 


By  Victor  HUM 


Special  relationship:  Tony  Blair  with  Natson  Mandate  yesterday  , 


also  share  an  ambition  to 
transform  their  societies, 
their  systems  of  government 
and  their  own  political  par- 
ties. The  challenges  facing 
Mr  Mbeki  - who  presides 
over  a racially  divided  soci- 
ety with  high  levels  of  illiter- 
acy and  an  unemployment 
rate  of  30  per  cent  - are 
more  formidable. 

Like  Mr  Blair.  Mr  Mbeki 
bas  to  deal  with  left-wingers 
who  nominally  support  the 
ruling  party  - the  trade 
unions  and  the  South  Afri- 
can Communist  Party  are  in 


a formal  alliance  with  the 
ANC  - but  embarrass  it 
when  the  government  tries 
to  convince  foreign  investors 
of  its  commitment  to  a free- 
market  economy.  And  the 
two  men  are  both  trying  to 
combine  economic  success 
with  welfare  state  moderni- 
sation. 

It  is  matters  such  as  the se 
that  have  been  discussed  in 
meetings  between  members 
of  Mr  Blair’s  policy  unit  and 
their  counterparts  in  Mr 
Mbeki's  “coordination  and 
implementation  unit”. 


South  Africa’s  plan  to  buy 
R30bn  ($Sbn)  of  weapons 
from  British  and  other  Euro- 
pean arms  exporters  may 
benefit  from  a multinational 
financing  package,  according 
to  an  agreement  signed  in 
Pretoria  yesterday  by  Tony 
Blair.  Britain's  prime  minis- 
ter, and  Thabo  Mbeki,  South 
Africa’s  deputy  president. 

The  declaration  of  intent  - 
on  the  financing  of  the  arms 
purchases  and  the  proposed 
“offset”  investments  in 
South  Africa  by  the  winning 
bidders  - says  Britain  and 
South  Africa  “will  explore 
coordination  of  the  finance 
arrangements  between  the 
successful  bidders  for  the 
defence  equipment  contracts 
from  Britain,  Germany,  Swe- 
den and  Italy". 

In.  November,  South  Africa 
named  Its  preferred 
suppliers  to  modernise  its 
ageing  defence  equipment, 
with  the  biggest  proposed 
order  of  RioSbn  going  to  the 
partnership  between  British 
Aerospace  and  Saab  of 
Sweden  to  supply  28  Gripen 
fighters. 

South  Africa,  anxious  to 
Increase  the  flow  o£  foreign 
direct  investment  into  the 
country,  has  secured 
assurances  from  the 
preferred  bidders  that  they 


will  invest  a total  of  R26bn 
in  defence  and  civilian 
industries  in  exchange  for 
the  RSObn  of  planned  orders. 

The  South  African 
government  is  also  keen  to 
win  financing  on  favourable 
terms  for  the  purchases, 
which  will  strain  its  budget 
for  the  next  decade.  Trevor 
Manuel,  finance  minister, 
has  emphasised  that  no 
deals  have  yet  been  finalised 
and  that  all  parts  of  the 
defence  package  will  be 
subjected  to  an  “affordability 
check". 

Mr  Blair  and  Mr  Mbeki 
agreed  yesterday  that 
British  and  South  African 
officials  would  meet 
regularly  to  monitor  the 
fulfilment  of  the  offset 
commitments  by  the  British 
arms  manufacturers.  Mr 
Blair  said  the  agreement 
“could  yield  very,  very 
substantial  benefits  for  both 
of  our  countries  in  terms  of 
jobs  and  investment  and 
trade". 

Referring  to  a British 
military  aid  programme  to 
reform  the  South  African 
armed  forces  following  the 
end  of  apartheid,  Mr  Blair 
said  Britain  'was  not  only 
South  Africa’s  biggest 
investor  and  trade  partner 
but  also  bad  “a  special 
defence  relationship  with 
South  Africa”. 
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SIERRA  LEONE  i 

President  and  rebel 
leader  order  ceasefire  J 

* i crtoaMwn  Mr  Kabbah  read  out  a statement  from  Mr 

Awtareri  an  immediate  ceasefire  so  as  to  stop  this  carnage 
^ SST&fion  of  ourvory  Mted Iwqe. 

Earlier,  Mr  Kabbah  told  a 3 

Lunol  airoort  town  where  he  is  sheltering  from  the  flghtfrig 

_ Lmtfi  «3ntnnce  for  treason.  if  he  agreed  to  certain  coodb 
£?  conditions  as  ‘an  immecBafe 

(1996)  Abidjar . Ctotei nand^ 

suftations  with  my  cabinet  colleagues  . [f  tho» 
were  met,  after  seven  days  he  would  release  Mr  Sankoh, 
he  said.  The  rebels  sakJ  on  Wednesday  they  would  stop  . ^ 
frahting  Nigerian-led  West  African  Intervention  trpgKjf.fcfr  j 
Sankoh  was  freed-  Reuters.  Freetown  f 

ISRAELI  ECONOMY 


Inflation  target  raised 

Beniamin  Netanyahu,  Israel’s  prime  minister,  said  yester- 
dSSt garment  would  raise  its  inflation  target  for  1909 
irran  attempt  to  Jump-start  the  ahe^of 

elections  scheduled  for  May  17.  "Uwwwing  intetion  te  less 

Important  at  a time  of  world  recession,  sad  Mr  Netan- 
yahu, pledging  not  to  lift  the  target  to  an  "IrresponsWe 
extent".  The  announcement  marks  a shift  in  Mr  Netan-  . 
yahu’s  economic  policy.  Since  his  aecfrtmm me 
government  has  fought  inflation  and  cut  the  budget  deficit 
despite  relentless  criticism  from  the  business  community.:  . 

This  week,  the  finance  ministry  said  Israel  met  fts  budget 
deficit  target  of  2.4  per  cent  of  gross  domestic  product  for 
1998  - but  only  because  of  an  unexpected  Injection  of 
nearly  Shk3.9bn  ($937m)  from  the  Bank  of  IsraePs 
reserves.  Analysts  expect  the  inflation  target  to  be  Sited 
from  4 per  cent  to  6 per  cent  later  this  month.  Inflation 
was  7 per  cent  In  1997,  the  lowest  in  30  years,  but  s 
expected  to  climb  to  about  8.5  per  cent  for  1998. 

Avt  Machfis,  Jerusalem 


NIGERIA  FUa 
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Price  rise  is  moderated 

Nigeria’s  military  government  bowed  to  popular  pressure 
yesterday  and  reduced  last  month’s  huge  127  per  cent 
rise  in  fuel  prices.  A new  price  ceiling  was  set  for  petrol  of 
20  naira  (IB  US  cents)  a litre,  20  per  cent  down  on  the 
original  rise.  Trade  unions  had  threatened  strike  action. 
The  big  rise  was  aimed  at  easing  crippling  fuel  shortages 
and  ending  subsidies  the  government  can  no  longer 
afford.  Popular  anger  at  the  price  rise,  which  forced  a-dra- 
matlc  rise  in  transport  costs  and  has  yet  to  have  a signifi- 
cant Impact  on  fuel  scarcity,  led  to  rioting  in  parts  of  the 
commercial  capital,  Lagos,  this  week. 

One  Lagos-based  economist  said  the  dimbdown  dem- 
onstrated weakness  by  the  government  could  encourage 
popular  pressure  to  reverse  austerity  measures.  Wfffiam 
Wallis,  Lagos 
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WORLD  TRADE 


IDA  loan  guarantee  for  Abidjan  power  plant 


By  WlUam  HaS  in  Zurich 


The  International  Develop- 
ment Association  (IDA),  the 
soft-loan  arm  of  the  World 
Bank,  baa  issued  its  first 
loan  guarantee  for  a private 
sector  project  clearing  the 
way  for  a S223m  financ- 
ing of  the  largest  gas- 
fired  power  station  in  west 
Africa. 

The  IDA,  which  has  lent 
more  than  SlOObn  at  conces- 
sional interest  rates  to  the 
world's  poorest  countries, 
has  been  under  increasing 
pressure  to  help  mobilise  pri- 


vate capital  for  projects  In 
countries  not  regarded  as 
sufficiently  creditworthy  by 
commercial  banks. 

The  $30 ,3m  IDA  guarantee, 
the  first  to  be  issued  by  the 
association  under  a $3Q0m 
pilot  programme  approved  in 
November  1997.  acted  as  a 
catalyst  for  the  Ivory  Coast's 
biggest  commercial  bank  fin- 
ancing. 

The  288MW  Azito  power 
plant,  on  the  outskirts  of 
Abidjan,  the  Ivory  Coast  cap- 
ital, is  being  financed  by 
S-iSra  of  equity,  $140m  of 
senior  debt,  $20m  of  subordi- 


nated debt  and  Slam  of  inter- 
nal cash  flow. 

Some  $48m  of  the  senior 
debt  is  being  provided  by  a 
loan  from  several  bilateral 
and  multilateral  institutions, 
led  by  the  Commonwealth 
Development  Corporation. 
Tbe  International  Finance 
Corporation  (IFC).  the  World 
Bank’s  private  investment 
affiliate,  will  take  a further 
S30m  of  the  senior  debt  on 
its  own  books  and  another 
$3Qtn  will  be  syndicated 
among  commercial  banks. 

The  IDA  guarantee  is 
understood  to  have  been 


critical  to  mobilising  the 
$60m  comma-rial  bank  fin- 
ancing for  the  project  It  pro- 
tects lenders  against  the  gov- 
ernment’s failure  to  meet 
payment  obligations  under 
concession  and  transmission 
agreements. 

The  project  sponsors  bad 
tried  to  increase  the  com- 
mercial bank  participation 
under  the  IFC  umbrella.  But 
Farida  Mazhar,  of  the  IDA’s 
project  finance  department, 
said  recent  problems  in 
emerging  markets  had  lim- 
ited the  banks’  risk  appetite 
and  the  IDA  guarantee  was 


needed  to  make  the  project’s 
risk  profile  acceptable  to  the 
$80m  commercial  bank  loan 
syndicated  by  Sod  fete  Gfenfer- 
ale. 

Bertrand  de  la  Borde,  of 
Socifite  Gfenferale’s  project 
finance  department,  said  the 
IDA  guarantee  had  proven  to 
be  a “very  valuable  and  pow- 
erful tool"  in  attracting  pri- 
vate sector  financing  to  one 
of  the  world’s  poorest  coun- 
tries. 

The  new  power  plant  wOl 
generate  about  a third  of  the 
Ivory  Coast’s  electricity, 
where  demand  is  growing  b; 


10  per  cent  a year.  It  is  being 
developed  on  a build-own- 
operale-transfer  basis,  with  a 
24-year  power  purchase 
agreement  granted  by  the 
government  of  the  Ivory 
Coast 

It  will  be  the  biggest  inde- 
pendent power  producer  in 
sub-Sahara  Africa  and  wd 
be  operated  by  Cinergy,  a 
special  purpose  company 
jointly  owned  by  ABB 
Energy  Ventures,  Electric! 
de  France  and  Industrial 
Promotion  Services,  an  affili- 
ate of  the  Aga  Khan  Fund 
for  Economic  Development 


Hong  Kong’s  copyright  law  finds  few 
friends  as  pirates  occupy  ‘twilight  zone’ 


Louise  Lucas  on  how  parallel  import 
legislation  is  hampering  retailers 


M 


ulder  and  Sculley, 
well  schooled  as  they 
are  in  the  workings  of 
the  paranormal,  would  be 
mystified  by  Hong  Kong. 
Their  X Files'  video  discs, 
subtitled  in  Chinese,  are 
being  sold  for  a song  at 
stalls  across  tbe  territory, 
but  there  is  no  sign  of  the 
full-price,  unsublltled  ver- 
sion. 

Welcome  to  Hong  Kong’s 
twilight  zone,  or  what  one 
retailer  calls  the  "piracy 
window":  the  time  between 
cinema  release  and  official 
home  movie  release.  It  is  a 
staggered  timetable  zeal- 
ously guarded  by  the  enter- 
tainment Industry,  eager  to 
maximise  profit  out  of  each 
medium. 

Breaking  it  should  be  easy, 
given  the  different  release 
timetables  across  the  globe. 
But  parallel  imports,  or  side- 
stepping tbe  official  distribu- 
tor to  bring  in  overseas  prod- 
ucts, is  banned  In  Hang 
Kong,  so  the  pirates  move  in 
with  helpfully  subtitled  ver- 
sions instead. 

They  are  illegal  too,  but 
tbe  pirates*  modus  operandi 
i wooden  wheeled  cart,  roll  of 
plastic  sheeting,  darting  eyes 
on  the  look-out  for  police- 
men) makes  it  easier  to 
elude  upholders  of  the  law. 
Would-be  parallel  importers, 
by  contrast,  are  brand-name 
shops,  making  It  harder  to 


hide  products  that  breach 
the  law. 

Retailers  say  they  dare  not 
take  what  should  be  a com- 
mercial risk  of  chancing  par- 
allel imports  as  they  would 
face  criminal  sanctions: 
HKS5U.OOO  (US$6,450)  per 
unit  and  four  years  in  jail  - 
the  same  penalty'  as  pirates. 

The  law  in  question  is  the 
Copyright  Ordinance,  passed 
on  the  cusp  of  the  handover 
of  sovereignty  In  July  1997. 
Its  passage  was  accompanied 
by  vigorous  and  lengthy 
debate,  but  18  months  on, 
the  resulting  legislation  has 
critics  even  among  those 
whom  It  protects  - such  as 
movie  producers  and  local 
Cantopop  stare  - and  it  has 
reappeared  on  the  parlia- 
mentary agenda. 

Leading  the  charge  are  Lbe 

retailers.  Their  arguments 
are  compelling:  Tower 
Records,  the  music  aod 
entertainment  retail  chain, 
laments  its  reduced  stock 
and  higher  prices.  The  ban 
on  parallel  Imports  means  it 
can  only  offer  products 
available  through  local  dis- 
tributors, and  these  distribu- 
tors are  loath  to  deal  in 
small  quantities  of  non- 
mainstream  goods:  Oasis 
compact  discs  are  fine, 
obscure  jazz  recordings  are 
not. 

Retailers  further  claim 
that  distributors  promptly 


raised  prices  on  becoming 
monopoly  suppliers.  Previ- 
ously. retailers  were  able  to 
source  tbeir  goods  from  the 
cheapest  vendor;  now  they 
are  restricted  to  one  distrib- 
utor. 

KPS,  the  territory's  big- 
gest video  retailer  with  some 
230.000  customers,  collapsed 
late  last  year,  at  least  partly 
as  a result  of  the  parallel 
Import  legislation.  Formerly 
able  to  offer  a broad  range  of 
products,  it  found  its  selec- 
tion heavily  depleted  when 
forced  to  rely  on  local  dis- 
tributors. These  distributors 
are  less  willing  to  cater  to 
the  tastes  of  expatriates  (7 
per  cent  of  the  population; 
and  overseas  educated 
locals,  both  markets  champi- 
oned by  KPS. 

The  law  allows  for  retail- 
ers to  request  permis- 
sion from  official  distrib- 
utors to  import  goods  which 
the  distributor  is  not  pre- 
pared to  supply,  but  in  prac- 
tice this  provision  bas 
proved  unworkable,  as  even 
the  government  admits. 

“It  seems  (the  process)  did 
not  work,  but  we  are  not 
quite  sure  why,”  says  Ada 
Leung,  acting  assistant 
director  of  the  Intellectual 
property  department.  Retail- 
ers tell  OF  fruitless  calls  and 
letters  to  distributors  and 
say  that  distributors  can 
prove  elusive  when  a 
would-be  parallel  Importer  is 
on  tbe  other  end  of  the  line. 


Censorship  can  be  neatly 
exercised  by  distributors 
buying  up  rights  - and 
neglecting  to  distribute. 
Money  is  paid  upfront  when 
film  rights  are  bought,  but 
the  sometimes  blurry  tines 
between  business  and  poli- 
tics - especially  with  regard 
to  China,  where  broadcasters 
are  keen  to  expand  — mi»ans 
that  it  may  not  be  wasted 
money  for  the  distributor  if 
it  builds  up  credit  In 
Beijing. 

A film  critical  of  Chairman 
Mao  was  bought  locally,  but 
bas  never  been  aired  in  tbe 
territory.  Red  Corner,  in 
which  Richard  Gere  plays  a 
businessman  locked  up  in 
China,  is  unobtainable 
although  the  distributor  says 
it  will  be  available  “we  just 
don’t  know  when”. 

Robin  Bridge,  a lawyer 
specialising  in  property 
rights,  says:  "Undoubtedly 
it’s  a provision  which  assists 
censorship. . . It's  sad  these 
restrictions  were  imposed  so 
dose  to  the  transfer  of  sover- 
eignty.” 

Some  quarters  argue  for 
even  tougher  legislation.  In 
the  pharmaceutical  Industry, 
as  well  as  foods  and  bever- 
ages, parallel  importing  has 
taken  off  in  the  wake  of  the 
Asian  financial  crisis.  Cur- 
rency devaluations  mean 
prices  in  Hong  Kong  - which 
maintained  the  value  of  its 
currency  through  its  link 
witb  the  US  dollar  - can 
now  be  double  or  more  those 


Pirated  efiscs  mized  by  customs  on  display  late  last  ywar  Reuters 


of  comparable  products  In 
other  parts  of  Asia. 

Another  sector  with  a 
keen  interest  in  preserving 
or  even  tightening  the  exist- 
ing legislation  is  Hong 
Kong’s  home-grown  movie 
industry . the  third  biggest 
after  Hollywood  and  Bom- 
bay. 

The  industry  argued  that 
to  allow  parallel  imports 
would  be  to  damage  the 
domestic  industry  - espe- 
cially given  the  foot  that 
lower  juices  were  available 
just  a hop  across  Hong 
Kong’s  (rather  long  and 
porous)  border. 

These  and  other  argu- 
ments are  landing  squarely 
on  the  shoulders  of  Selina 


Chow,  a legislator  who 
played  a leading  role  in  put- 
ting the  ban  on  the  statute 
books,  and  the  government. 
Mrs  Chow  says  of  the  law: 
“It  was  controversial  but  It's 
Mr  to  say  in  most  markets 
you  do  have  similar  restric- 
tions.” 

Mr  Stephen  Selby,  director 
of  the  government’s  intellec- 
tual property  department, 
agrees  the  law  is  “non-pollti- 
caDy  correct"  and  anathema 
to  free  trade  and  free  mar- 
kets. “We're  here  to  protect 
authors  and  artists,"  he 
shrugs.  “Someone  else  must 
protect  the  others.” 

KocWiUSters  takes  wvi  Kps’ 
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US  STEEL  MARKET 

Clinton  plans  crackdown 
on  low-priced  imports 

President  an  Clinton  and  his  economic  advisers  were 
yesterday  drafting  plans  to  crack  down  on  a flood  of 
cheap  steel  imports.  White  House  officials  said.  A report  to 
Congress  will  Indicate  more  aggressive  steps  to  ensure 
that  trade  laws  were  enforced,  an  official  said.  In  response 
to  demands  for  tougher  action,  toe  White  House  has  been 
scrambling  to  come  up  with  a formula  to  curb  imports 
without  abandoning  America's  traditional  tree  trade  stance. 

ft  yras  unclear  what  steps  would  be  put  forward  but  offi- 
cials doubted  that  there  wfiukf  be  formal  limits  on  steel 
imports  as  the  industry  and  some  steel  state  Congressmen 
are  demanding.  Foreign  producers  such  as  Russia,  Japan, 
Brazil  and  South  Korea,  reeling  from  toe  global  financial 
downturn,  have  been  flooding  toe  vibrant  US  economy 
with  steel  at  prices  US  manufacturers  cannot  match.  Tack- 
ling the  problem  Is  a political  hot  potato  because  Clinton  is 
sympathetic  to  the  steel  industry's  concerns  but  doss  not 
want  to  inflame  the  world  financial  crisis  by  punishing 
countries  responsible.  Reuters,  Washington 

ROCKET  CONTRACT 

Mitsubishi  in  Boeing  deal 

Mitsubishi  Heavy  Industries  (MHI),  Japan's  largest  machin- 
ery manufacturer,  has  signed  an  agreement  with  Boeing  to 
supply  engine  valves  and  fuel  tanks  for  the  Delta  IV,  the 
US  aerospace  group’s  next-generation  rocket  scheduled 
for  its  first  launch  in  2002. 

The  Japanese  group  will  became  the  first  major  non- US 
contractor  to  participate  in  the  project  MHI  also  supplied 
Boeing  with  parts  for  the  Delta  Hi.  the  model's  predeces-^ 
sor,  from  1995,  and  helped  with  the  design  of  the  US 
company’s  7B7  and  777  aircraft. 

The  contract  is  a boost  to  MHI,  which  admitted  this 
week  that  orders  for  ships,  chemical  plants  and  industrial 
machinery  had  collapsed  as  a result  of  toe  Asian  economic 
crisis  last  year. 

The  Delta  IV  is  part  of  a $1-30bn  collaborative  project 
led  by  Boeing  and  sponsored  by  the  US  Air  Force  to  buDd 
a low-cost  environmentally  safe  rocket  It  is  powered  by  a 
bquid  hydrpgen  and  liquid  oxygen  burning  engine,  and  wffl 
be  built  and  assembled  at  several  sites  in  the  US.  accord- 
ing to  Boeing.  Alexandra  Harney,  Tokyo 

AIRLINER  MARKET 


China’s  $l30bn  outlook 

?'SSW<1  $130bn  on  new  aircraft  bj 
£U1/,  according  to  Airbus  Industrie,  the  European  cot 

tarn,  tabus  said  yesterday  airlines  based  inCWna  * 
need  1,381  new  aircraft  with  70  or  more  seats,  to  coc 
with  increasing  air  travel  and  fleet  renewals.  The  AsSi 
UQnfy  lmPM®  on  demand  in  the 
gr?up'  "I**  Precasting  ‘sustained 
growth  in  the  marker. 

airtines  were  operating 
man;  137  of  which  would  still  be  dying  In  2CH7.  Goi 
quently,  the  companies  would  need  to  buy  288  alrcrad 
replace  those  getting  obsolete  and  1 ,093  to  expand 
S1"6®6  airiinas  would  account  for 
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flation  tar  yet  raised 


The  Australian  government 
yesterday  announced 
unprecedented  tax  breaks 
for  foreign  and  domestic 
companies  involved  in  pri- 
vate Infrastructure  projects 
worth  nearly  A*lbn 
(US?613m).  The  assistance, 
valued  at  A*7lm  (US$43.5ml. 
would  be  the  first  under  the 
government’s  new  infra- 
structure tax  rebate  scheme 
and  would  apply  to  British, 
Japanese,  US  and  Australian 
companies. 

The  scheme  was  proposed, 
'ey  the  conservative  coalition 
shortly  before  its  re-election 
last  October  to  facilitate  pro- 
jects it  said  would  enhance 
economic  development.  Tim 
Fischer,  deputy  prime  minis- 
ter, said  the  scheme  in  its 
first  round  would  help  create 
6,800  new  jobs,  mostly  in 
regional  areas  and  would 
boost  economic  growth. 

Another  factor  in  the 


a tax  breaks 
big  projects 

ne.  however,  was  grow-  completion  by  late  2000. 

Eftdal  concern  that  A us-  The  three  other  projects  to  i 
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scheme,  however,  was  grow- 
ing official  concern  that  Aus- 
tralia’s tax  regime  was 
becoming  more  unattractive 
in  a tightening  climate  for 
project  finance.  Some  offi- 
cials have  warned  that  large, 
camples  infrastructure  pro- 
jects would  face  incrpacing 
difficulty  gaining  competi- 
tive bids  and  financing 
arrangements  without  some 
form  of  incentive  for  compa- 
nies involved. 

Under  the  government's 
infrastructure  borrowings 
tax  offset  scheme,  tax  breaks 
would  be  subject  to  environ- 
mental clearance  and  final 
approvals.  Mr  Fischer  said. 
The  largest  of  the  first  four 
would  be  AS32Jkn  in  rebates 
over  five  years  to  Duke 
Energy  of  the  US  for  a 
800km  liquefied  natural  gas 
pipeline  from  Victoria  to 
New  South  Wales.  Construc- 
tion of  the  A$40Gm  pipeline, 
to  be  built  and  operated  by 
Duke,  will  start  mid-year  for 


completion  by  late  2000. 

The  three  other  projects  to 
get  tax  rebates,  also  over 
five  years,  are: 

• A planned  A*i70m 
upgrade  of  Adelaide  airport 
terminal  in  South  Australia 
by  a consortium  led  by  Man- 
chester Airport  and  Serco 
Group,  both  of  the  UK.  The 
project  would  get  AJlS^m, 

• A planned  AS  154m  elec- 
tricity and  steam  co-genera-, 
tion  plant  in  New  South 
Wales,  being  developed  by 
Alise  Energy  Australia,  a 
unit  of  Japanese  trading 
company  Itochu,  which 
would  get  A$  10.4m  in 
rebates. 

• A proposed  A5U3m  exten- 
sion of  a road  project  in  Mel- 
bourne, and  the  development 
of  an  automated  electronic 
toll  collection  system,  which 
would  get  A$  12. 5m  in 
rebates.  NEC  Australia  was 
involved  in  the  toll  system. 

The  four  projects  were 
chosen  from  35  applicants. 
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Shares  soar  as  earnings 
confidence  strengthens 


By  fiwren  RbMnson 
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' «Tbe  Australian  stock  market 
Jr  shook  off  its  mid-summer 
? torpor  to  reach  record  highs 
yesterday,  reflecting 
renewed  confidence  in  corpo- 
rate earnings  outlooks  and 
recent  economic  growth  pro- 
jections. 

In  currency  markets,  the 
Australian  dollar  jumped 
nearly  one  US  cent  to 
US$0.6318.  its  highest  level 
in  more  than  a month, 
spurred  by  a rise  in  commod- 
ity prices  and  active  trading 
in  the  currency  by  US  banks. 

The  stock  market’s  bench- 
mark All  Ordinaries  Index 
jumped  43J9  points  to  end  at 
2887.3,  a gain  of  nearly  7 per 
cent  in  Just  two  weeks  and 
nearly  17  par  cent  from  its 
October  lows. 

r Analysts  Said  investors 
r.  were  encouraged  by  strength 
: *in  overseas  markets.  Local 

ft  factors,  however,  were  the 
driving  force,  said  Robert 
, Credaro,  strategist  at  Mac- 
quarie Equities  in  Sydney. 
“Slowing  global  growth,  and 
pricing  pressures  on  com- 
modities and  cyclical  areas 
mean  lower  inflation  and 
lower  bond  yields  - that’s  all 


great  for  equities.  But  off- 
shore markets  are  irrelevant 
here,  apart  from  the  issues 
which  affect  all  stock  mar- 
kets.” 

The  most  important  factor, 
he  said,  was  a recovery  in 
confidence  toward  banks 
and  other  financial  stocks, 
which  represent  about  25  per 
cent  of  the  market  In  the 
second  half  of  last  year, 
financial  stocks  fell  sharply 
on  concerns  about  their 
esposure  to  Asian  and  other 
emerging  markets.  Most 
large  banks  and  financial 
services  companies,  how- 
ever, went  on  to  report 
healthy  -profits  for  the  year 
and  prove  their  exposures 
relatively  limited. 

“There  was  a spillover 
effect  from  the  regional  melt- 
down, Russian  upheavals 
and  other  factors. . . The 
market  was  cheap  three  to 
five  months  ago.  People  were 
imputing  too  much  risk  in 
sectors  such  as  banks  and 
financials.  Now,  they’re  up 
about  30  per  cent  from  their 
October  lows  and  they’re 
looking  expensive,”  Mr  Cre- 
.daro  said. 

In  Thursday’s  trading, 
mining  and  other  resources 


stocks  continued  to  suffer 
from  the  poor  outlook  for 
commodities  prices.  Since 
the  mid-1980s,  resources 
stocks  have  seen  their  share 
of  the  index  plunge  to  about 
18  about  per  cent  from 
nearly  40  per  cent  in  the 
1980s.  But  far  most  indus- 
trial stocks,  particularly 
those  linked  to  the  consumer 
and  services  sides  of  the 
domestic  economy  - there 
was  growing  confidence  that 
earnings  per  share  growth 
would  reach  7 per  cent  in  the  i 
year  to  June. 

Many  brokers  are  in  the 
process  of  upgrading  their  I 
profit  forecasts  for  the  year 
and  an  official  survey  of  | 
business  expectations  pub-  I 
fished  this  week  showed 
Australian  business  gener- 
ally expected  profits  to  grow 
by  about  13  per  cent  in  nomi- 
nal terms  in  calendar  1990. 

Government’s  projections 
of  slowing  growth  and  fall- 
ing trade  in  1999  had  not 
damped  the  market's  enthu- 
siasm, mainly  because  such 
forecasts  had  been  “well  and 
truly  factored  in,”  said  one 
analyst.  Australia's  1998 
growth  of  nearly  5 per  cent 
exceeded  all  expectations. 


Abdul  Rahim  Noor  takas  ‘full  responsibly*  for  the  Injuries  done  AP 

Malaysian  police  chief  quits 
over  Anwar  beating 


WORLD  BANK  GUARANTEE 

Thai  power  body  ‘has 
breached  loan  condition1 

The  World  Bank  is  "attNety  monitoring"  whether  the 
Electricity  Generating  Authority  of  Thailand  (Egat)  has 
breached  a condition  which  enabled  the  Thai  borrower  to 
issue  a S3G0m  bond  last  October.  The  bond  - one  of  the 
first  to  be  issued  by  an  Asian  borrower  since  the  crisis 
began  in  1997  - was  possible  only  because  of  the  partial 
guarantee  provided  by  the  World  Bank.  This  enabled  Egat 
to  obtain  a higher  credit  rating  on  the  bond,  thus  attracting 
investors  to  buy  the  paper. 

However,  Egat  is  believed  to  have  breached  the  cove- 
nant on  the  guarantee  by  reducing  its  electricity  charges 
after  having  told  the  World  Bank  it  would  raise  them.  “Egat 
has  breached  the  covenant  on  World  Bank  loans  in  the 
past,"  said  a London  banker.  “Previously  the  World  Bank 
has  agreed  to  overtook  breaches.”  An  official  at  the  World 
Bank  said  that  if  the  breach  had  occurred  it  would  affect 
the  bank's  “willingness  to  approve  new  guarantees”  under 
its  programme.  Edward  Luce,  Capital  Markets  Editor 

JAPANESE  ECONOMY 

Household  spending  increases 

Japanese  household  spending  crept  up  1.3  par  cent  in 
November  compared  with  the  same  period  the  year 
before,  according  to  a monthly  survey  by  the  Management 
and  Co-ordination  Agency  released  yesterday. 

But  economists  said  the  increase,  which  followed  a 1 
per  cent  decline  the  month  before,  reflected  a spending 
spree  triggered  by  a series  of  discount  sales  by  supermar- 
ket and  convenience  store  chains,  and  cautioned  that  the 
survey  was  considered  an  unreliable  measure  of  actual 
spending.  Families  in  a small  sample  of  households  polled 
by  the  government  agency  spent  an  average  Y31 6,079 
($2,800)  h November,  the  same  month  when  Ito  Yokado.  a 
leading  supermarket  operator,  launched  a discount  sale. 
Alexandre  Harney,  Tokyo 


CHINESE  CONSTRUCTION 


Malaysia’s  police  chief 
resigned  yesterday,  taking 
responsibility  for  usuries 
inflicted  on  Anwar  Ibrahim, 
the  sacked  finance  minister, 
in  police  custody  three 
months  ago,  Reuters  reports 
from  Koala  Lumpur. 

Abdul  Rahim  Noor.  inspec- 
tor-general of  police,  bowed 
to  a wave  of  Indignation  set 
off  when  Mr  Anwar 
appeared  In  court  in  Septem- 
ber with  a black  eye  and 
bruises  on  his  neck  and 
hands,  saying  he  bad  been 
beaten  while  in  custody. 

Mahathir  Mohamad,  the 
prime  minister,  suggested  at 
the  time  that  that  Mr 
Anwar's  injuries  could  "have 
been  self-inflicted,  but  this 
week  Mohtar  Abdullah, 
attorney  general,  pinned  the 
blame  for  Mr  Anwar’s 


injuries  on  the  police. 

“L  as  the  inspector-general 
of  the  Royal  Malaysia  Police, 
assume  full  responsibility," 
Mr  Rahim  Noor  said  in  his 
resignation  statement 

But  it  was  not  clear 
whether  the  police  chiefs 
departure  would  put  an  end 
to  a controversy  over  police 
treatment  of  Mr  Anwar,  who 
until  he  was  sacked  as 
finance  minister  and  deputy 
prime  minister  was  leader- 
in-waiting  but  now  is  stand- 
ing trial  on  sex  and  corrup- 
tion charges. 

Opposition  leaders  and 
rights  activists  have  accused 
toe  attorney  general  of  keep- 
ing' toe  public  in  the  dark 
over  Mr  Anwar’s  injuries 
and  called  for  him  and  Mr 
Mahathir  to  step  down. 

“Public  confidence  would 


suffer  another  grievous  blow 
If  Malaysians  and  the  inter- 
national community  are 
made  to  feel  that  Rahim 
Nooris  resignation  is  just  an 
excuse  for  a cover-up  and 
the  ending  of  all  investiga- 
tions into  the  police  beatings 
of  Anwar  while  in  police  cus- 
tody.” said  Urn  Kit  Slang, 
the  parliamentary  opposition 
leader. 

Mr  Mohtar  confirmed  on 
Tuesday  that  police  had 
injured  Mr  Anwar  after  he 
was  arrested,  but  said  a 
police  investigation  had 
failed  to  identify  the  person 
or  persons  responsible  in 
spite  of  interviews  with  63 
policemen.  After  that  Mr 
Mahathir  said  he  would  con- 
sider demands  for  an  inde- 
pendent inquiry  into  Mr 
Anwar's  injury. 


‘Buy-local’  order  to  builders 

China  has  Issued  an  instruction  that  state  construction 
units  should  use  domestic  materials  in  building  infrastruc- 
ture under  the  state's  fiscal  stimulus  plan,  official  newspa- 
pers said  yesterday. 

The  order,  issued  by  the  powerful  Stale  Economic  and 
Trade  Commission  and  the  State  Development  Planning 
Commission,  said  that  materials  should  be  bought  only 
from  reputable  medium  and  large  domestic  manufacturers. 
Only  where  the  item  was  not  available  from  local  produc- 
ers could  it  be  imported. 

The  buy-local  order  follows  a similar  instruction  (ate  last 
year  to  China's  telecoms  companies  to  buy  local  telecoms 
equipment  James  Kynge,  Beijing 
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Vietnam 

party 

expels 

dissident 

By  Jonathan  Birchafl  in  Hanoi 


U The  Vietnamese  Communist 
’ *)  party  has  expelled  a veteran 
-■  party  member  who  has 
emerged  over  the  past  12 
months  as  the  most' outspo- 
ken advocate  of  fundamental 
reform  of  toe  country’s  polit- 
ical system. 

The  decision  to  expel  the 
retired  general,  Tran  Do, 
from  the  party  Is  seen  by 
diplomats  in  Hanoi  as  evi- 
dence that  Vietnam:  like 
China,  is  tightening  controls 
on  dissent  in  the  face  of 
growing  pressures  from  the 
Asian  economic  crisis. 

However*  in  contrast,  to 
the  situation -in  China,  Tr$n 
Do  is  a member  of  Vietnam’s 
political  elite,  who  served  on 
toe  Communist  party’s  pow- 
erful central  committee, 
gaining  a reputation  as  a lib- 
eral before  he  was  removed 
in  1991. 

„Slnce  . late  1997,  Tran  Do 
{.bis  written  a series  of 
r .lengthy,  critical  letters  to 
the  party's  top  leadership, 
which  were  unofficially  cir- 
culated In  Hanoi.  Initially 
inspired  by  an  outbreak  of 
rural  unrest  in  his  home  : 
province  of  Thai  Binh,  the 
general  argued  that  the  i 
party  was  losing  toe  confi-  | 
dence  of  the  people  and 
needed  to  embrace  radical 
reform  in  order  to  save  itself. 

His  letters  have  included 
calls  both  for  the  easing  of 
controls  on  freedom  of 
expression  and  for  free  elec- 
tions. In  his  most  .recent  let- 
ter late  last  year,  Tran  Do 
wrote  that  Vietnam  was  “a 
society  without  liberty, 
always  threatened  by  rever- 
sals. without  future  or  facing 
a very  precarious  future”. 
.Party  and  government 
■ v leaders  at  first  responded  by 
If  claiming  the  general’s  views 
were  part  of  normal  internal 
debate  within  party  ranks. 
However,  last  year,  the  offi- 
cial media  staged  a press 
campaign  against  Tran  Do, 
accusing  him  of  disloyalty  to 
the  party. 


China  renews  attack  on 
US  technology  report 


Exports  fall  by  9.4% 

Taiwan's  exports,  the  engine  of  the  island's  growth,  slid  to 
US$1 10.64bn  last  year,  down  9.4  per  cent  compared  with 
1997,  the  Ministry  of  Finance  said  yesterday.  Taiwan  suf- 
fered a US$291 .3m  trade  deficit  in  December,  and  its  sur- 
plus for  all  of  1998  was  down  22.9  per  cent  at  US$5.9bn, 
officials  said.  Sluggish  domestic  demand  reduced  1998 
Imports  to  US$104.74bn,  down  8.5  per  cent  from  1997  - 
although  Taiwan  still  suffered  a record  US$17.69bn  deficit 
with  Japan.  Mure  Dickie,  Taipei 
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By  James  Kynge  in  Begmg 

| China  yesterday  condemned 
for  the  second  time  in  two 
weeks  a US  congressional 
I report  which  alleges  that 
Beijing  has  been  for  decades 
engaged  in  a concerted  effort 
to  steal  US  technology  and 
has  harmed  US  national 
security. 

Zfcra  Bangzao,  foreign,  min- 
I is  try  spokesman,  said  the 
report  was  groundless.  He 
. expressed  China's  resent- 
ment and  firm  opposition. 

“Obsessed  with  the  Cold 
War  mentality,  a few 
congressmen  run  counter  to 
the  historical  trend  and  fab- 
ricate rumours  out  of  thin 
air  in  an  attempt  to  obstruct 
improvement  in  Sino-US 
relations,”  Mr  Zhu  said. 

• “They  are  doomed  to  fail- 
ure," he  added. 

The  report,  which  remains 
classified,  finds  that  US 
national  security  has  been 
harmed  by  the  transfer  of 


militarily  useful  technology 
to  the  Chinese.  It  was  com- 
piled during  a six-month 
inquiry  by  members  of  the 
House  of  Representatives 
after  allegations  that  Hughes 
Electronics  and  Loral  Space 
and  Communications  had 
transfered  sensitive  missile 
guidance  technology  to 
China  after  the  destruction 
of  satellites  belonging  to  the 
two  companies  in  Chinese 
rocket  launch  explosions. 

Diplomats  in  Beijing  said 
China  was  preparing  a sus- 
tained defence  against  alle- 
gations expected  to  emerge 
piecemeal  from  the  report 
over  the  next  few  months. 

The  thrust  of  Beijing’s 
rebuttals  is  expected  to  be 
that  the  congressional  report 
was  politically  motivated  by 
a minority  of  congressmen 
who  have  always  harboured 
anti-China  sentiments. 

Christopher  Cox,  chairman 
of  the  special  committee 
which  compiled  toe  report. 


has  “had  an  axe  to  grind" 
against  Beijing  for  many 
years,  a Chinese  official  said. 

Nevertheless,  the  report 
has  the  potential  to  become 
a powerful  source  of  mis- 
trust in  a US-China  relation- 
ship which  has  chilled  some- 
what since  the  successful 
summer  summit  between 
President  Bill  Clinton  and 
Jiang  Zemin,  his  Chinese 
counterpart,  in  Beijing. 

Other  areas  of  friction 
include  Washington's  criti- 
cisms over  lengthy  jail  sen- 
tences given  to  Chinese  dis- 
sidents last  month  and  a 
trade  surplus  expected  to 
reach  S60bn  in  China's 
favour  last  year. 

Yesterday,  however,  it 
appeared  that  some  of  toe 
sting  bad  gone  out  of  the 
acrimony  on  human  rights. 
The  two  sides  are  set  to 
reconvene,  after  a five-year  , 
gap.  a bilateral  dialogue  on  1 
human  rights  on  January  H 
and  12  in  Washington. 
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Base  Rate 


Morgan  Grenfell  & Co.  Limited 
announce*  that  ft*  Base  Bata  has  been 
amended  from  &25%  to  6.00%  par  annum 
with  affect  from  January  7, 1399  untfl 
further  notice.  . 

All  facilities  (including  regulated  consumer 
credn  agreements)  with  a rate  linked  to 
Morgan  Grenfell  & Co.  Limited  Base  Rate 
win  be  varied  accordingly. 


Morgan  GrenfaU  & Co.  Limited 

23  Great  Winchester  Street,  London  EC2P  2AX 


Hong  Kong  tightens  up 
on  share  purchase  loans 


By  Louise  Lucas  jn  Hang  Kong 

Hong  Kong  yesterday 
announced  tough  proposals 
to  bring  companies  lending 
money  for  share  purchases 
within  its  regulatory  reach. 

The  proposals,  which 
require  margin  finance  pro- 
viders to  have  a minimum 
paid-up  capital  of  HKSlOm 
fUSSl-Sm)  and  to  maintain 
liquid  capital  of  5 per  cent  of 
their  total  liabilities,  or 
HKS3D2  if  that  is  higher,  are 
expected  to  go  before  the 
Legislative  Council,  or  par- 
liament, early  this  year. 

The  proposed  new  laws  fol- 
low the  collapse  of  several 
securities  brokerages  last 
year.  At  least  two,  including 
CA  Pacific  Securities,  which 
folded  in  January  last  year, 
were  dragged  down  by  over- 
extensive  margin  financing 
which  soured  when  the  mar- 


ket  began  falling. 

The  Securities  and  Futures 
Commission  (SFC),  the  regu- 
latory watchdog  which  drew 
up  the  proposals,  estimates 

that  in  mid-1997  half  of  retail 

trading  might  have  been 
accounted  for  by  margin 
finance.  That  has  since 
fallen  to  under  20  per  cent. 

Margin  finance  is  an 
Important  business  line  far 
many  brokerages  and  stand- 
alone companies.  Some  231 
stock  exchange  members 
offer  the  service;  of  these,  94 
do  so  through  associated 
money  lenders. 

Andrew  Procter,  SFC  exec- 
utive director  for  intermedi- 
aries and  investment  prod- 
ucts, said  he  expected 
“almost  all"  the  latter  to 
move  their  money  lending 
operations  hack  into  the 
securities  company  now  that 
the  incentives  to  remain  sep- 


arate - ie,  no  capital  or  asset 
backing  requirements  - 
would  be  scrapped. 

He  expects  “probably  a 
good  deal  less  than  50"  will 
end  up  applying  for  toe  new 
licences.  The  proposed  law 
creates  a more  consistent 
playing  field,  with  the  same 
rules  applying  to  margin 
financiers  regardless  of 
whether  they  are  part  of  a 
securities  company  or  stand- 
alone operations. 

Earlier,  the  government 
told  legislators  it  had  sought 
to  strike  an  even  balance 
between  the  need  for  greater 
investor  protection  and  the 
companies’  need  to  remain 
viable.  Mr  Procter  said  that  j 
margin  finance  companies 
had  sought  to  increase  their 
capital  last  year,  and  pre- 
dicted few  would  be  forced  \ 
out  <jf  business  by  the  new 
requirements.  I 
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Base  Rate 

Australia  and  New  Zealand 
Banking  Group  Limited 
announces  that  its  base 
rate  has  changed  from 
6.25%  to  6%  p.a. 
with  effect  from  dose 
of  business  on 
7th  January.  1999. 
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BANK  OF  ENGLAND 


Interest  rates 
cut  again  as 
the  economy 
slows  further 


Easing  of  treasons 
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By  Rfcbanl  Adams, 
Economica  Staff 


Signs  of  a “continuing 
slowdown”  in  the  UK  econ- 
omy yesterday  led  the  Bank 
of  England,  the  central  bank, 
to  cut  official  interest  rates 
for  the  fourth  successive 
month. 

The  Bank’s  monetary  pol- 
icy committee  cited  a turn- 
ing point  in  the  labour  mar- 
ket and  the  risks  of  further 
damage  from  the  interna- 
tional economy  as  reasons  to 
trim  rates  by  a quarter  of 
one  percentage  point. 

Short-term  interest  rates 
have  now  fallen  from  7.50 
per  cent  in  October  - when 
the  committee  cut  rates  for 
the  first  time  - to  6 per  cent, 
the  level  the  Labour  govern- 
ment inherited  on  taking 
office  in  May  1097. 

Tony  Blair,  the  prime  min- 
ister, said  during  a visit  to 
South  Africa  that  the  rate 
cut  was  “good  news”  for  the 
economy.  But  Malcolm 
Bruce,  Treasury  spokesman 


for  the  opposition  Liberal 
Democrats,  called  on  the 
government  and  the  Bank  to 
work  together  to  push  rates 
down  to  the  European  Cen- 
tral Bank’s  a per  cent 

The  Bank's  of  England’s 
decision  surprised  the  mar- 
kets, Where  many  analysts 
expected  the  Bank  to  wait 
for  economic  data  due  this 
month. 

Ciarfin  Barr,  a senior  UK 
economist  at  Deutsche  Bank 


in  London,  said:  “We  feel 
there  is  more  to  come.  Janu- 
ary’s data  is  expected  to  be 
on  the  soft  side,  with  the 
killer  statistic  being  the  first 
fall  in  gross  domestic  prod- 
uct since  the  second  quarter 
of  1992." 

The  Bank  said  domestic 
data  and  survey  evidence 
had  shown  a continuing 
slowdown  in  the  UK  econ- 
omy since  December.  “The 
labour  market  remains  tight. 


but  it  seems  to  have  reached 
a turning  point.  Evidence 
from  wage  settlement  and 
the  Bank’s  regional  agents 
suggests  an  easing  of 
upward  pressures  on  growth 
in  pay,”  it  said. 

Risks  from  the  interna- 
tional environment  also 
“remain  dearly  on  the  down- 
side". The  Bank  said  it  was 
able  to  cut  rates  in  order  to 
keep  inflation  on  track  to 
meet  the  government's  2.5 


Biggest  commercial  lobbies  urge  further  reductions 


The  cut  in  Interest  rates  was 
not  enough  to  satisfy 
analysts  and  tite  business 
community,  Richard  Adams 
writes.  Most  observers  are 
expecting  the  central  bank 
to  reduce  short-term  interest 
rates  to  5 per  cant  or  lower 
over  the  course  of  this  year, 
bringing  UK  rates  closer  to 
those  within  Europe’s  single 
currency  zone. 

Ian  Peters,  director- 
general  of  the  British 


Chambers  of  Commerce, 
representing  1 10.000 
companies  in  all  sectors, 
said  businesses  would 
applaud  the  decision. 
“However,  the  Bank  must 
remain  firm  to  its  resolve  and 
over  the  coming  months 
continue  to  move  towards  a 
more  realistic  and 
sustainable  level  of  Interest 
rates  - In  our  view  a level  of 
5 per  cent  or  lower  by  the 
summer/ he  said. 


How  low  the  Bank  is 
prepared  to  go  remains  an 
open  question.  In  recent 
minutes,  Its  monetary  policy 
committee  discussed  setting 
interest  rates  at  a neutral 
level  “providing  neither 
stimulus  nor  restraint*  to  the 
economy.  Members  are 
divided  over  the  utility  of  a 
“neutraT  interest  rale  but 
most  economists  think  the 
current  level  of  6 per  cent  Is 
wed  above  it 


per  cent  target.  Kate  Barker, 

chief  economic  adviser  for 
- the  fVi^fpdpra  Hnn  of  British 
Industry,  the  employers' 
lobby,  said  further  cuts 
would  be  needed  to  ward  off 
outright  recession.  ■■  "With 
continued  weak  global 
trends  restraining  prices  in 
many  sectors,  inflation  pres- 
sure is  minimal/  she  said. 

But  the  CBI  did  have  glad 
tidings  for  retailers:  sales 
volumes  in  December 
appeared  to  have  picked  up, 
defying  some  predictions. 
The  CBI*s  distributive  trades 
survey  last  month  found  41 
per  cent  of  retailers  report- 
ing increased  sales  compared 
with  last  year,  while  37  per 
cent  said  sales  were  lower. 

Alastair  Eperon,  of  the 
CBI,  said  growth  was  expec- 
ted to  continue  moderately. 
“The  indication  that  the 
underlying  sales  trend 
remains  flat  supports  the 
case  for  interest  rates  to  be 
reduced  further." 
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Analysts  fear  euro  will  hit  company  costs 


By  Kevin  Brawn, 

Industry  Editor 


Most  equity  analysts  think 
the  introduction  of  the  euro 
in  the  first  wave  of  u Euro- 
pean Union  countries  will 
impose  heavy  costs  on  UK 
companies  and  damage 
profit  margins  in  some 
industries,  according  to  a 
MORI  survey  for  Deloltte 
Consulting. 

The  survey  also  suggests 
that  markets  think  many 
companies  have  failed  to 
communicate  their  view  of 
the  impact  of  the  single  cur- 
rency on  competitiveness 
and  profitability,  and  their 


plans  for  responding  to 
increased  European  competi- 
tion. 

However,  MORI  found  that 
analysts  were  generally  posi- 
tive about  the  medium  to 
long-term  impact  of  the  euro, 
citing  economic  stability, 
larger  markets  and  reduced 
currency  risks. 

“Analysts  are  clear  that 
the  benefits  of  being  inside 
the  single  currency  would  be 
substantial,  but  they  are  say- 
ing companies  have  not 
resolved  or  do  not  know  how 
to  resolve  a number  of  stra- 
tegic, information  technol- 
ogy and  organisational 
issues.”  said  Hans  Christian 


Iverseo.  a Deloltte  Consult- 
ing-partner. 

“A  lot  of  them  have  a 
strategy,  but  they  don’t  have 
an  operational  plan  to  back 
it  up.  They  have  not  pre- 
pared detailed  operational 
plans.” 

The  survey  adds  to  the 
weight  of  business  opinion, 
which  is  broadly  favourable 
to  the  euro.  The  Confedera- 
tion of  British  Industry,  the 
main  employers'  lobby,  has 
called  on  the  government  to 
set  a target  date  for  UK 
membership. 

However,  many  businesses 
remain  opposed,  as  does 
the  Institute  of  Directors. 


The  survey  showed  scepti- 
cism about  the  short-term 
Impact  of  the  new  currency 
in  the  UK.  More  than  80  per 
emit  of  analysts  forecast  sub- 
stantial costs  to  companies, 
mostly  in  changing  IT,  sales 
and  marketing  systems. 

More  than  75  per  cent  said 
profit  margins  would  be 
riamag-pH  tn  some  industries, 
mainly  because  of  the 
impact  .of  price  transpar- 
ency. The  retail,  financial 
services  and  manufacturing 
sectors  were  thought  to  be 
most  at  risk.  Only  37  per 
cent  of  analysts  said  they 
thought  the  euro  would  lead 
to  greater  choice  for  consum- 


ers. although  54  per  cent 
thought  it  would  make  goods 
cheaper. 

The  survey  suggests  that 
companies’  poor  communica- 
tions may  already  be  harm- 
ing their  market  ratings 
because  analysts  are  already 
factoring  ill  the  implies  tinn* 

Nearly  65  per  cent  said  the 
euro  would  have  a major 
tnfhipwrp  on  competitiveness 
and  profitability  (53  per 
cent)  in  their  sectors.  And  74 
per  cent  said  that  the  euro 
would  become  more  impor- 
tant in  assessing  ermparrips 
over  the  next  three  years. 


Euro  prices,  Page  25 
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IRA  hints  at  possibility 
of  return  to  violence 


By  John  Murray  Brawn,  Didfin 


The  Irish  Republican  Army 
referred  yesterday  to  a possi- 
ble resumption  of  violence  if 
British  ministers  "again  suc- 
cumb to  the  unionist  veto". 
It  was  the  first  time  it  has 
raised  the  prospect  of  such 
action  since  the  Northern 
Ireland  peace  agreement  of 
April  last  year. 

“Attempts  to  resurrect  old 
preconditions  which  col- 
lapsed a previous  opportu- 
nity to  secure  lasting  settle- 
ment are  designed  to  block 
progress  rather  than  expe- 
dite it,"  the  IRA  said.  That 
was  a reference  to  the 
demands  from  pro-British 
unionists  for  arms  “decom- 
missioning” that  led  to  the 
end  of  the  first  IRA  ceasefire 


In  1996.  Yesterday’s  IRA 
statement  appeared  in  the 
latest  edition  of  the  republi- 
can journal  An  Phoblacht  - 
Republican  News. 

Unionists  yesterday  inter- 
preted the  statement  as  an 
explicit  threat  of  renewed 
violence,  despite  earlier  com- 
ments from  the  republican 
leadership  that  “the  war” 
was  over.  Reaction  in  the 
Republic  of  Ireland  was 
more  cautious.  A senior  gov- 
ernment official  said  the  IRA 
had  not  ruled  out  decommis- 
sioning, as  it  had  in  previous 
statements. 

David  Trimble  - leader  of 
the  Ulster  Unionists,  the  big- 
gest pro-British  party  to  the 
region,  and  Northern 
Ireland's  first  minister  - 
insists  on  some  movement 


by  the  IRA  to  dismantle  its 
arsenal  before  Sinn  FMn,  its 
political  wing,  can  take  seats 
in  a power-sharing  executive 
to  run  Northern  Ireland. 

Unionists  warned  that  the 
IRA's  comments  could 
harden  UUP  opposition  to 
the  proposed  accommodation 
with  Sinn  F6in  that  is  envis- 
aged to  the  peace  agreement 

John  Taylor,  UUP  deputy 
leader,  said  the  party  might 
seek  to  “renegotiate"  the 
accord  if  the  IRA  refused  to 
decommission.  “This,  regret- 
tably, may  have  to  occur  to 
the  next  couple  of  months  if 
Sinn  F6in  has  still  failed  to 
honour  its  obligations, " he 
said.  British  and  Irish  gov- 
ernment official^  said  there 
is  no  such  provision  in  the 
agreement 


LG  sale 


may  mean 
doom  for 


$2bn  chip 
factory 


By  Jolietb  Jmrit  to  CanBff 


The  future  of  one  of  the  UK's 
biggest  semiconductor 
plants  was  in  doubt  last 
night  following  the  proposed 
sale  of  LG  Semico  n,  its  Kor- 
ean parent  company. 

Inward  investment  experts 
warned  that  the  £1.4bn 
4ftn,  e&n)  plant  in  south 
Wales,  which  has  already 
been  put  on  hold  because  of 
the  Asian  financial  crisis 
and  the  worldwide  drop  to 
microchip  prices,  could  be 
abandoned  if  bought  by 
Hyundai,  LG’s  Korean  rival. 
LG  bas  so  far  invested  more 
than  £L0Gm  in  the  factory. 

There  would  also  be  anger 
locally  about  a reported 
gytm  of  UK  government  aid 
spent  on  building  the  fac- 
tory, and  about  money  spent 
on  training  staff-  Fears  for 
the  Newport  factory,  which 
attracted  the  bulk  of  UK 
state  aid  worth  £240m  for 
LG’s  joint  electronic  and 
semiconductor  project,  have 
been  refuelled  by  LG’s  offer 
to  sell  its  Semioon  arm  to 
Hyundai  for  £2£bn. 

The  annrmnnemgnt  follows 
months  of  wrangling  after 
LG  rejected  pressure  from 
the  government  of  South 
Korea  to  merge  with  Hyun- 
dai, giving  its  rival  a 70  per 
cent  controlling  stake. 

Some  observers  fear  that  if 
Hyundai  buys  LG  Semicon  it 
might  close  the  south  Wales 
plant  to  favour  of  its  own 
E2.4bn  project  in  Scotland, 
mothballed  last  summer 
after  a £250m  investment  by 
the  company. 

Professor  Brian  Morgan, 
formerly  chief  economist 
with  the  Welsh  Development 
Agency  in  1996  when  it  won 
the  LG  projects,  said  tbe 
south  Wales  plant  was  fur- 
ther advanced  in  construc- 
tion, technology  and  train- 
ing, hut  further  grants  might 
persuade  Hyundai  to  favour 
Scotland.  “The  [UK  govern- 
ment’s] Department  of  Trade 
and  Industry  and  tbe  Euro- 
pean Commission  should 
step  in  now  and  say  *no 
more  grant  aid',*’  he  said. 

Yesterday,  the  WDA  said 
it  was  “vigorously*7  behind 
tbe  plant,  hut  hinted  other 
options  were  also  being  con- 
sidered. “There  is  an 
extremely  strong  case  - 
because  of  the  quality  of  the 
building  and  its  strategic 
location  - for  bringing  the 
plant  into  operation  rather 
as  a semiconductor  factory 
or  for  a whole  range  of  other 
high  technology  manufactur- 
ing uses,”  it  said. 

Calls  for  UK  government 
aid  to  help  sell  the  factory 
and  start  production  were 
dismissed  as  a “waste  of 
money”  because  of  the 


worldwide  semiconductor 
recession. 

Glenn  Massey,  head  of 
inward  investment  at  PwC, 
the  professional  services 
firm,  said  it  was  unlikely  the 
very  indebted  Hyundai 
would  be  able  to  raise  £2.5bn 
to  buy  LG.  Hie  sooth  Wales 
factory  would  remain  on 
hold  for  at  least  12  months 
until  the  chip  market  recov- 
ered, he  said. 


Manufacturers  expect 
market  to  decline  sharply 


The  oar  market  Is  expected 

because  the  industry  was  entering  a 
The  Introduction  of  the  biannual  nunbar  ptato 
stowing  economy  and  mounting 
level  of  UK  car  prices  meant  the 

waters",  industry  executives  said.  Roger  ^act- 
ing chief  executive,  said  the  uncertainty  - 

pounded  by  the  introduction  of  the  euro  m il  European 
Unionsfates  and  the  greater 

to  real  car  prices  across  Europe  by  the  end  of 

Tha  result  would  be  increased  pressure  for  convergence  of 

car  prices.  John  Griffiths,  London 

Detroit  troubles,  Page  17 

Volvo  developments,  Pages  18  and  20 
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MINISTRY  OF  DEFENCE 


Vehicles  to  be  privatised 


Nornmllitary  vehicles  operated  in  the  UK  by  the  Ministry  of 
Defence  are  to  be  owned  and  maintained  by  private  com* 
parvg*1  under  contracts  worth  £400m  ($672m,  6560m)  to 
be  awarded  this  year.  The  plan  underlines  the  growing  use 
of  private  finance  by  the  department,  which  fas  awarded 
similar  contracts  for  Royal  Ak  Force  vehicles  in  BiMnand 
for  vehicles  used  by  UK  forces  in  Germany.  An  MoD  offi- 
cial said  yesterday  it  had  Invited  five  groups  to  tender  for 
the  right  to  supply  8,300  vehicles,  including  staff  cars, 
vans,  buses,  trucks  and  motorcycles.  ' ‘ ' 

Those  invited  are  Forward  Trust;  GE  Capital  with  TLS, 
Lex  Service;  Venson;  and  a consortium  including  Arriva, 
PHH  and  Ryder.  Alexander  Nicofl,  London 
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Insurance  rules  ‘breach  EU  law 


The  Law  Society's  refusal  to  allow  solicitors  to  buy  profes- 

sional Indemnity  Insurance  cover  on  the  open  market  con- 
travenes European  competition  laws,  according  to  an  opin- 
ion by  a leading  legal  adviser.  Solicitors  are  lawyers  with 
limited  powers  of  advocacy  in  higher  courts.  The  opinion 

by  Michael  Betoff  was  commissioned  by  the  November 

group  of  London  law  firms  that  is  challenging  the  society’s 

refusal  to  allow  them  to  opt  out  of  the  profession's  com- 

pulsory mutual  scheme.  The  society  voted  In  October  to  . 
continue  to  provide  professional  indemnity  insurance  pri- 

mary through  a mutual  scheme.  The  vote  followed  a - 
review  of  the  profession’s  insurance  arrangements  after 

the  discovery  of  a 2450m  ($756m,  6630m)  deficit  in  the 
mutual  scheme,  managed  and  administered  by  the  Sofid- 

tors’  Indemnity  Fund.  In  Mr  Betoffs  opinion,  SIF  infringes 

European  competition  law  because  Its  rules  effectively  pre- 
vent, distort  and  restrict  competition  in  the  European 
Union.  Robert  Rice,  London 
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CONSERVATIVE  PARTY 


Attempts  to  woo  women  fail 
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...AND  CONTmKIb 


Attempts  tty  the  opposfttorv 

Conservative  party  to  attract 

more  women  have  been  a 

resounding  failure,  accord- 

ing to  research.  The  party, 
which  has  just  14  women 

MPs,  has  set  itself  a secret 

target  of  250  women  candi- 

dates for  the  House  of  . 
Commons  at  the  next 
national  election.  But  at  the 
test  training  weekend  for 
aspiring  MPs  only  10  per 
cent  of  those  atteraflng  were 

women  - roughly  the  same 

proportion  as  stood  for  par- 

flanient  at  the  last  election. 

Margaret  Thatcher,  the 
country’s  first  woman  prime 
minister,  is  a Conservative.  ■ 
The  party's  efforts  to  woo 


young  women  into  the  party  has  also  made  little  Impact  A 
survey  of  15,000  party  members  by  the  Bow-Group,  a 
Conservative  think-tank,  has  found  that  barely  3 per  cent 
of  party  members  are  women  aged  under  45.  . . 

WiHiam  Hague,  the  party  leader,  is  keen  to  increase  the 
number  of  female  candidates  and  proposed  that  25  per 
cent  of  those  interviewed  in  the  first  round  of  the  selection 
process  should  be  women.  But  the  plan  was  rejected  test 
year  by  a party  traditionally  opposed  to  positive  dlscreni- 
nation.  George  Parker,  London 
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English  in  the  dark  as  regional  government  dawns  in  the  UK 


Scotland,  Wales  and  N Ireland  are  to  have  it  but 
the  other  element  of  the  UK  is  confused,  say 

Brian  Groom,  Andrew  Parker  and  Chris  Tighe 


Popofations  (m) 

'UK'- 

England  - 
Scotland  ' »• 


It  is  often  argued  that 
regional  government  for 
Scotland.  Wales  and  North- 
ern Ireland  will  provoke  an 
identity  crisis  in  England. 
But  it  would  be  notfamg  com- 
pared with  the  one  that  has 
raged  for  the  past  50  years. 

Since  the  second  world 
war  the  English  have  coped 
with  the  loss  of  the  British 
Empire  - the  world's  most 
powerful,  run  mainly  by  tbe 
English  - as  well  as  trau- 
matic change  in  social  atti- 
tudes. So  it  is  perhaps  unsur- 
prising that  the  English 
should  be  so  little  concerned 
by  regional  government  else- 
where in  the  UK. 

There  has  been  little  agita- 
tion from  the  English.  There 


is  no  movement  for  English 
separatism  to  compare  with 
those  that  demand  indepen- 
dence for  Scotland  and 
wales. 

That  also  explains  why  the 
government  has  moved  so 
cautiously  on  regional 
assemblies  for  England  and 
has  done  so  little  to  explain 
its  reforms. 

“The  English  could  be 
forgiven  for  thinking  that 
devolution  {regional 
government]  is  some  special 
deal  for  the  people  of  Scot- 
land, Wales  and  Northern 
Ireland  because  no  one  has 
troubled  to  tell  them  other- 
wise,” argues  Robert  Hazen, 
professor  of  government  at 
University  College  London 
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and  director  of  the  Constitu- 
tion Unit. 

The  difficulty  lies  to  find- 
ing a convincing  answer  to 
the  what  has  become  known 
as  “the  West  Lothian  ques- 
tion", named  after  a a dis- 
trict between  Glasgow  and 
Edinburgh,  Scotland’s  two 
biggest  cities.  It  asks  why 
MPs  at  the  UK  parliament  at 
Westminster  who  represent 
Scottish  districts  should  vote 
on  legislation  affecting 
England  when  English  MPs 
win  be  barred  - after  cre- 
ation of  the  Scottish  parlia- 
ment this  year  - from  voting 


on  similar  laws  for  Scotland. 

Before  Tony  Blair  became 
leader  of  the  governing 
Labour  party  - and  while  it 
was  to  opposition  - the 
party  appeared  to  answer 
the  question  by  proposing 
directly-elected  assemblies 
for  all  English  regions,  to 
balance  the  Scottish  and 
Welsh  bodies. 

The  party’s  manifesto  for 
the  1967  national  elections 
promised  referendums  in 
Scotland  and  Wales  about 
the  establishment  of  local 
assemblies.  It  added  that 
only  *Tn  time”  would  there 
be  legislation  to  facilitate 
similar  votes  in  English 

regions. 

After  the  narrow  endorse- 
ment of  the  Welsh  assembly 
in  the  September  1997  refer- 
endum, John  Prescott,  dep- 
uty prime  minister,  said 
there  would  be  no  moves 


towards  elected  assemblies 
in  England  until  after  the 
next  national  elections. 

Separately,  Mr  Blair 
showed  keen  support  for  a 
constitutional  innovation 
that  could  gidoibip  Hip  p««p 
for  assemblies:  directly- 
elected  mayors  for  Rngjiaii 
cities.  Legislation  may  reach 
the  statute  book  next  year. 

With  Labour  party  policy 
seemtofdy  confused,  the  Con- 
servatives offered  the  idea  of 
an  English  parliament 

Government  officials  insist 
there  is  no  policy  confusion, 
saying  Mr  Blair  does  not  gee 
elected  mayors  as  a substi- 
tute for  assemblies.  He 
believes  public  appetite  for 
assemblies  will  develop,  if  at 
aH  only  after  the  Scottish 
parliament  and  Welsh 
assembly  are  in  action. 

Frustration  is  greatest  in 
north-east  England,  where 


demand  for  an  assembly  is 
most  vocaL 

“We  have  a government 
structure  in  • thfa  country 
that  Stalin  would  be  proud 
of.”  says  John  McCormack,  a 
councillor  in  Northumber- 
land, an  English  county  next 
to  the  Scottish  border. 

A North  East  Constftu 

tional  Convention  has 

formed,  involving.'  trade? 
unions  and  the  business, 
political,  voluntary  and  cul- 
tural sectors.  It  is  similar  .to . 
a body  that  created  the  ad- 
ditions for  regional  govern- 
ment in  Scotland  — and  the 
Scottish  experience  may  pro- 
vide the  spur.  Mr  McCor- 
mack says:  They've  taken 
10  steps  forward:  we've  only 
taken  three  or  [our.  We  don't 
want  Scotland  to  slow  down, 
we  want  to  catch  up." 

This  article  concedes  a serf® 
about  regional  goamaaeot  \ 
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Ministers  plan  biggest  spending  review  since  1976 


By  Andrew  Parker, 
PoStical  Correspondent 


The  government  is  expected 
to  sanction  a review  of  pub- 
lic spending  needs  across  the 
UK  early  to  the  next  century 
in  response  to  its  regional 
government  programme. 

Ministers  admit  that  the 
means  of  allocating  money 


to  the  forthcoming  Scottish 
parliament  and  Welsh 
assembly  has  become  a 
“moving  picture”.  A new 
device  will  have  to  be  found 
if  the  programme  is 
extended  to  the  English 
regions 

The  issue  Is  delicate 
because  of  May’s  elections  to 
the  Welsh  and  Scottish 


forums.  Any  suggestion  that 
Scotland,  in  particular,  could 
lose  money  would  be  a gift 
to  the  resurgent  Scottish 
National  party,  which  cam- 
paigns for  an  independent 
Scotland. 

A mechanism  called  the 
Barnett  formula  currently 
gives  Scotland  and  Wales  a 
percentage  share  of  any 


annual  increases  to  spending 
agreed  by  the  Treasury  with 
government  departments 
covering  England.  The  for- 
mula. for  example,  ensured 
that  the  Scottish  mid  Welsh 
offices  received  generous  set- 
tlements for  education  and 
health  from  the  govern- 
ment's last  spending  review. 

Ministers  are  likely  to 


authorise  the  first  compre- 
hensive assessment  of  public 
M«ls  since  1976  to  try  to 
nwintaln  a public  consensus 
m favour  of  higher  spending 
in  certain  parts  of  the  UK. 

Some  Labour  MPs  repre- 
senting English  districts 
Believe  a new  assessment 
cut  Scotland’s  £i4bn 
(S235bn,  tl9.6bn)  grant  from 


the  Treasury  because  G» 
country's  gross  domestic  -i 
product  per  head  has  sigh®*  *1 
cantly  improved  in  the  past  75 
20  years.  Government  statis- 
tics for  1995-96,  the  most 
recant  available,  show  Scot- 
' tish  Office  spending  per 
head  was  £2,670  compand 
with  £z,020  in  England,  a 
toargin  of  32  per  cent  ' 
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The  quest  for  peace 


Employees  are  drained  by  the  demands 
of  work,  technology  and  consumerism 

The  column  has  just  had  two 


■*!?• **  Mot)*, 


. ’“X; 

5 

■ ■*.  i1* 

v§ 


....  -j-_ 

• 5*  ’ 

- -i 

• ■ • . . *• 

'<iW' 


Mi  MIWISS'PS 

durance  rules  'breach  Ell  *'  '1 


weeks  off.  suspended  partly 
because  there  is  little 
recruitment  going  on  over 
Christmas  and  partly 

because  I tad  nothing  to  say. 

But  the  business  of  fining 

newspapers  seems  never- 
ending,  such  Is  the  pressure 
to  publish  in  even  the 
slackest  of  news  periods.  So 
'""people  with  better  thing?  to 
do  end  up  reading  what  they 
do  not  need  to  know. 

Work  is  sometimes  like 
this.  People  find  themselves 
making  things  that  people 
do  not  need  or  doing  thtwgw 
that  are  of  no  great  service 
to  anyone;  and  technology  is 
constantly  improving, 
enabling  people  to  perform 
these  unnecessary  tasks 
foster  and  more  efficiently 
than  before. 

This  obsession  with 
bigger,  better,  newer  is 
highlighted  in  a gem  of  a 
book  called  Drained  by 
Christoph  Arnold  to  be 
published  in  the  spring.  It 
captures  a mood  of 
disillusionment  among  many 
people  struggling  to  find 
fulfilment.  Mr  Arnold  quotes 
’from  an  article  in  Time 
magazine  about  a young 


American  couple  who  moved 
away  from  their  suburb  in 
Ohio  because  the  woman 
was  fed  up  with  neighbours 
who  “spend  all  their  time 
working  their  backs  off  so 
they  can  fill  their  big,  empty 
houses  with  expensive  crap”, 
finding  a more 

meaningful  way  of  life  had 

not  proved  easy  and,  after  a 
brief  experiment  with  sm»n 
town  living,  the  couple 
moved  to  the  New  England 
island  of  Nantucket  to  set  up 
a bed  and  breakfast 
Whether  they  lived 
happily  ever  after  I cannot 
telL  What  I do  know  is  that 
Nantucket  is  a community 
so  perfect  and  twee  that  it 
makes  the  Stepford  Wives 
look  like  radical  feminists. 

As  Mr  Arnold  points  out 
attempts  to  rid  our  lives  of 
clutter  often  create  space  for 
new  clutter.  A change  of 
scenery  is  not  in  itself 
enough  to  escape  the 
frenzied  pace  demanded  by 
modern  culture. 

Mr  Arnold  is  right  to 
question  the  way  we  live.  He 
is  right  to  suggest  that 
personal  computers,  (ax 
machines,  mobile  phones 
and  e-mails  may  have 


revolutionised  the  way  we 
live  and  work  without 
creating  either  personal  - 
freedom  or  any  sense  of 
peace. 

“When  upgrades  on 
everything  from  software 
packages  to  cars  keep  us  on 
the  constant  run,  when  we 
are  always  struggling  to 
keep  up  with  the  Joneses 
(even  against  our  better 
judgment),  we  ought  to  ask 
ourselves  what  we  have 
saved,  and  whether  our  fives 
are  any  more  peaceful,”  be 
writes. 

in  what  is  presented  as  a 
search  for  peace  in  people’s 
lives,  one  point  stands  out 
among  others:  the 
complexity  of  life  today  has 
“robbed  us  of  peace  and 
resulted  in  a quiet  but 
widespread  epidemic  of 
nervousness.  Insecurity  and 
confusion”. 

His  book  does  not  deliver 
any  quick  fixes  - not  the 
sort,  at  any  rate,  that  could 
create  a new  line  in 
consultancy-  One  idea,  for 
example,  is  to  introduce 
more  sfience  into  our  lives 
but  this,  he  recognises, 
would  have  little  commercial 
appeal.  He  quotes  the  writer 
Max  Picard,  pointing  out 
that  sfience  “stands  outside 
the  world  of  profit  and 


lining  abroad:  comparing  the  cost 
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11.762 

10,409 
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12&4 

8J6B3 

1*599 

10278 
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utility.  It  cannot  be 
exploited;  you  cannot  get 
anything  out  of  it.  It  is 
‘unproductive’:  therefore  it 
is  regarded  as  useless.  Yet 
there  is  more  help  and 
Twwiing  in  silence  than  in  all 
the  useftfi  things.” 

It  may,  however,  be  too 

late  to  avoid  i-nnnngmmtiqn 

in  the  quest  for  inner  peace. 
A feature  in  the  issue 
of  People  Management 
*nag»»TTn»  points  out  that 
spirituality  in  various  forms 
is  bursting  out  across  the 
corporate  sector  and  all 
manner  of  “experts"  and 
consultants  are  beginning  to 
pedal  their  workplace 
solutions. 

These  include  the  very 
welcome  involvement  of  the 
church.  Douai  Abbey  in 
Berkshire  opened  its  doors 
in  October  for  the  first  time 
to  stressed-out  workers  and 
executives  for  a weekend  of 
meditation  and  spirituality. 


But  for  every  genuine 
attempt  to  bring  m flatting 
into  employment,  companies 
can  expect  to  find  the  usual 
vacuous  contributions  from 
those  who  recognise  a 
management  fad  when  they 
see  one.  This  is  a pity.  There 
is  a real  problem  in  the 
workplace  created  by 
technology-inspired  froth 
and  rampant  consumerism. 

As  Mr  Arnold  points  out, 
people  have  became  drained. 
There  is  an  urgent  need  for  a 
return  to  old-fashioned 
values  such  as  trust  and 
service  to  others.  Both  of 
these  qualities,  he  writes, 
require  a rejection  of 
selfishness.  But  in  a working 
environment  where  people 
have  been  encouraged  to 
look  out  for  themselves  it  is 
not  going  to  be  easy. 

Drained  is  to  be  published  by 
The  Plough  Pubiishmg 
House.  Rabertsbridgc,  East 
Sussex  TN32SDR 


Stay  or  go? 

It  is  always  difficult  working 
out  whether  that  foreign 
posting  is  going  to  be  a good 
deal  financially.  Data 
collected  by  ECA 
International,  a human 
resources  consultancy,  aims 
to  clarify  matters  (see  chart). 

The  table  outlines  how 
much  it  costs  expatriates  to 
maintain  their  hnmp  country 
spending  on  consumer 
goods.  A British  national,  for 
example,  earns  £51,021 
(585,700)  In  the  UK  and 
spends  113233  on  goods  and 
services.  The  same  level  of 
consumption  would  cost 
U4.19B  in  the  US.  The  UK’s 
average  cost  of  living,  says 
EGA,  is  now  among  the 
highest  in  the  world,  ahead 
of  France  and  Germany. 
Details:  Errdty  Tithe  on 
+44  J71  351  5000. 

richanLdonfdnuiJtcom 


WORKING  BRIEFS 


Fuller  disclosure 
has  increased 
directors’  pay, 
say  chairmen 

A large  number  of  UK 
company  chairmen  believe 
that  the  greater  disclosure  of 
directors'  pay  in  the  annual 
reports  of  UK  public 
companies  recommended  in 
the  Greenbury  report  has  led 
to  a “ratcheting  up”  of 
directors'  pay.  according  to 
the  winter  edition  of  London 
Business  School’s  Business 
Strategy  Review. 

The  report.  Corporate 
Governance  and  Directors' 
Remuneration:  Views  from 
the  Top  - by  Robert  Clarke 
and  Martin  Conyon  from 
Warwick  Business  School 
and  Simon  Peck  of  City 
University  Business  School  - 
surveyed  342  chairmen  of 
UK  public  companies.  Nearly 
half  thought  directors'  pay 
had  gone  up  more  than  It 
would  have  done  without 
disclosure,  which  has 
aHowed  easier  comparisons 
between  companies.  About 
a quarter  disagreed  and  the 
rest  were  neutral. 

Simon  Peck:  +44  171  477 
8000 

Fewer  searches 

Demand  for  executives 
across  Europe  fell  in  the  first 
nine  months  of  1998, 


according  to  the  European 
arm  of  the  Association  of 
Executive  Search 
Consultants.  While  the 
association's  US  arm 
reported  that  the  number  of 
searches  booked  among  its 
members  held  steady  year 
on  year,  the  European 
searches  in  the  third  quarter 
fall  by  5 per  cent  year  on 
year. 

Although  demand 
remained  stable  in  the  UK 
and  Germany,  it  fed 
markedly  in  France,  the 
Netherlands,  Austria  and 
southern  Europe.  The 
biggest  falls  were  in  central 
and  eastern  Europe  a 75 
per  cent  decrease  year  on 

year  in  the  third  quarter. 
Details;  00  322  774  9612 

Euro  mobility 

Nearly  two-thirds  of  136 
companies  canvassed 
betiev  e that  a common 
European  currency  will  spur 
more  cross-border 
movement  of  employees, 
according  to  Organization 
Resources  Counselors. 

But  there  seemed  no  hurry 
among  the  companies 
surveyed  to  adjust  their 
expatriate  pay  policies 
before  the  introduction  of 
euro  notes  in  January  2002. 
The  report  advises 
companies  to  examine  their 
policies  so  that  employees 
are  aware  of  the  Implications 
of  the  currency  changes. 
Details  + 44  171  591  5600 
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Fund  Management 

Senior  Equity  Strategists 

Generous  performance  linked  package  UK  and  US 

Our  client  is  a world  leader  in  fund  management  with  over  USS350bn  of  institutional  and  mutual  fund  assets  under 
management  It  is  particularly  strong  in  North  America,  Europe  and  Australia.  The  company's  mission  is  to  provide  long-term, 
value-added  investment  performance  and  excellent  client  service.  It  defines  global  asset  management  as  the  uniting  of 
securities  and  industry  selection  with  market  selection  and  asset/cunency  allocation.  This  formula  has  proved  immensely 
successful.  An  exciting  opportunity  has  now  arisen  for  two  individuals  with  an  investment  or  consultancy  background  to  join 
the  company  as  Senior  Equity  Strategists  focusing  on  identifying  and  analysing  the  key  drivers  affecting  specific  industry 
sectors  and  formulating  the  assumptions  on  which  analysis  and  ultimately  stock  derisions  are  based. 


The  Position 

■ Reporting  to  the  Head  of  Equity  Strategy,  responsible  for 
evaluating  the  key  strategic  iasua  affecting  specific  but 
broadly  defined  industry  sectors.  Of  particular  interest 
are  technology/ tetecwns.  capital  goods  and  healthcare. 

■ Co-ordinate  the  efforts  of  groups  of  analysts  around  the 

- wo  rid"  and  lead  prefect  teams. 

■ Analyse  the  key  drives  and  core  issues  affecting  specific 
industry  sectors,  and  Emm  this  report  cnndiisians  and 
make  strategic  recommendations. 

■ Explore  the  interlace  between  sectors -unafraid  of  lateral 
and  creative  thinking. 

■ Able  to  take  a helicopter  perspective  to  see,  analyse  and 
report  on  the  big  picture. 


The  Requirements 

■ A first  degree  is  essential.  An  MBA,  second  degree  or 
qualification  is  desirable. 

■ A minimum  ten  years'  experience  in  investment  banking, 
strategy  consulting  or  a similar  environment.  Must 
understand  investment  how  businesses  make 

' money /Competitive  amlyris.  : £ ~ " 

■ The  mteDecttnl  tool  kit  to  product  meaningful  analysis 
across  a broad  range  of  sectors  coupled  with  the  ability 

to  communicate  this  effectively  and  suednedy. 

■ Excellent  strategic  thinking  skills,  coupled  with  the  basic 

analytical  sldHs  to  back  them  up. 

■ Enthusiastic,  well  organised  and  able  to  work  effectively 
as  a team  playia- under  a continued  sense  of  urgency. 


Please  send  your  CV  with  current  salary  details  hx 
Julia Williams,  K7F  Selection,  252  Regent  Street 
London  W1R6HL* quoting  refi  63S3H/M. 


Alternatively  said  by  fax  on  0171-312  3380 
or  by  e-mafi  tokf5-londone6oomfeny.com 
Internet  Home  Page:  httpd/www  Je&electJonxam 
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Abu  Dhabi  Investment  Authority 

F.nmppjm  Sector  Analysts  - Private  Equity  Investment  Analysts  & Emerging 


yfnmpean  Analysts 


The  Head  Office  in  the  Gulf  requires  several  individuals  to  join  its  European  investment 
management  department  to  cover  the  following  specialisations. 

F.nmpeait  Sector  Analysts 


1.  Due  to  ongoing  sectorial  and  expansion,  positions  are  available  for  Pan-European 
sector  and  industries  analysts  to  assist  in  the  coverage  of  oils,  pharmaceuticals, 
telecommunications,  utilities,  financials,  capital  equipment  and  consumers.  This  is  not 
a conclusive  list. 

Fmprginff  Fiimpean  Markets  in  Eastern  and  Central  Europe 

2.  In  addition  the  Department  also  seeks  analysts  to  coyer  Emerging  European  markets 
including  Eastern  and  Central  Europe. 

For  all  of  the  above,  candidates  should  have  a minimum  2 years  relevant  analytical 
^experience  and  sound  academic  background. 

Ginhal  Private  EauityJIflit 

The  Department  also  seeks  the  application  of  experienced  private  equity  professionals 
to  assist  in  the  sourcing  and  investigation  of  investment  opportunities  in  private  equity 
(funds/partnerships,  co-investments  with  funds,  and  direct  investments).  Minimum  5 
years  relevant  experience  in  private  equity,  or  in  investment  banking/coiporate  finance. 
Pertinent  track  record  considered  an  advantage. 

Each  compensation  package  will  include  tax  free  salary  commensurate  with  experience  as 
well  as  accommodation,  health  package,  bonus  etc. 

Candidates  should  fax  or  e-mail  full  CV  directly  to: 

Executive  Director 

Fax:  00  9712  275  130 

E-mail:  akb.eu@adiaxo.ae  _ 


slIK 


EXECUTIVE  ADMINISTRATOR  - UK 
A joint  venture  capital  group  with  pensive 
dealings  with  UK  companies  is  seeking  an 

executive/administrative  assistant  to  run  the 
day-to-day  activities  of  their  midtown  office. 

Familiarity  with  UK  companies  a must 
Salary  Is  commensurate  with 
1 «-  MwWttence  to 


Position  available. 


To  advertise  your  appointments, 
in  the  FT  please  cell: 

Tel:  +44  171  873  3351 
Fax:  +44  171  873  4331 


Middle  East  Multinational 

Vice  President 
Mergers  & Aquisitions 

Expatriate  package  to  attract  the  best  DUBAI 

Our  client  is  a highly  successful  and  dynamic  Dubai-headquartered  multinational,  with  subsidiaries  across  the  Middle 
East  and  North  America.  Whilst  its  axe  business  is  in  (bod  processing  and  packaging,  it  currently  has  underway  an 
aggressive  and  substantial  divosification  programme  which  will  lead  it  into  a number  of  rew  markets.  To  assist  the 
business  through  this  exciting  period,  there  is  currently  the  need  to  hire  a top-quality  Mergers  k Acquisitions  specialist 


The  Position 

■ Identify,  structure  and  negotiate  a variety  of  mergers 
and  acquisitions,  refinancing  and  restructuring 
opportunities,  including  leveraged  transactions. 
Provide  support  to  the  CFO  and  CEO.  with  an-  " 
emphasis  on  cash  flow  modelling,  documentation, 
writing  and  negotiating  term  sheets  and  writing 
information  memoranda. 

■ Evaluate  business  proposals  and  liaise  with  foe 
company's  advisers. 


The  Requirements 

■ A minimum  of  three  years'  relevant  experience  in  a 
recognised  financial  institution,  with  a background  in 
M&A  or  structured  finance. 

■ Exposure  to  struchniRgand  negotiation  of  leveraged 
deals  and  a knowledge  of  the  high  yield  bond  market 

■ Excellent  cash  flow  modelling,  documentation  and 
sensitivity  analysis  skills. 

■ Strong  academic  background,  which  may  include 
MBA  or  professional  accounting  qualifications. 

■ Strong  written  and  oral  communication  skills. 


Please  sod  your  CV  with  current  salary  details  ta 
Patrick  Alexander,  K/F  Selection.  252.  Regent  Street, 
London  W1R6HL  quoting  re603571RM. 


Alternatively  send  by  fax  on  0171-312  3380 
or  by  e-mail  io  lis-landonekomieny.com 
Internet  Home  Page:  http^hwrwJcfeelectioiLcom 
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Improve  your  lifestyle  and  your  career 


I 


■j? 

r . 

*r. 

II- 


• Contribute  to  the  Market  Leader 

Enhance  tout  Bfcayfc  and  career  by  joining' The  Chase  Manhattan 
Bank,  market  leader  in  Global  Custody.  Baaed  m Bcarrnexnowh, 
this  major  corporate  vnrrks  alongside  other  financial  institutions 
taking  fill]  advantage  of  an  excellent  location  and  providing  a 
tremendous  working  environment.  A combination  of  acquisition 
and  organic  growth  has  resulted  in  -the  need  Tor  an  additional 
experienced  person  willing  to  undertake  an  integral  role  within 
the  dynamic,  highly  visible  Asset  Services  Division. 

Chase  are  currently  managing  assets  worth  US$3.2  trillion, 
across  80+  markets,  kbur  responsibility  will  be  to  manage  a 
department  ensuring  the  high  expectations  of  clients  are  met 
at  all  times.  Aware  of  the  strategic  goals  and  objectives  of  the 
business,  your  role  will  concentrate  on  pan  of  the  processing 
function,  thereby  Increasing  timeliness  and  accuracy,  Effective 
staff  management  and  development  is  an  additional 
prerequisite  of  this  role,  coupled  with  the  ability  to  work  with 
and  influence  colleagues  and  senior  management. 

email:  infbCtnoxganbajikvcuaik 


• Based  in  Bournemouth  on  the  South  Coast 

You  will  offer  a unique  blend  of  technical  and  management 
skills  within  the  Corporate  Actions  arena,  demonstrating  the 
ability  to  evaluate  and  streamline  systems  and  processes  where 
necessary.  Additionally,  you  will  have  experience  in  directing 
and  navigating  a results-oriemed  team. 

With  the  Global  Custody  market  being  serviced  by  fewer 
providers,  this  is  a great  opportunity  u>  join  The  Chase 
Manhattan  Bank  which  offers  a strong  diem  base,  stateoFthestn 
technology  and  R&D  budgets  to  ensure  future  growth.  Coupled 
with  living  in  an  attractive  location  and  earning  a competitive 
package,  you  will  join  approximately  24>00  colleagues  benefiting 
from  great  facilities,  inducting  a multi  sports  leisure  complex. 

For  further  information  in  the  strictest  confidence,  contact 
Dev  Majithia  or  Deborah  Lyons  on  0171 240  1040 or  send  your 
CV.  quoting  reference  SOI 9.' 74,  to  Morgan  & Banks  PLC, 
Breuenham  House.  Lancaster  Place.  London  WC2E  TEN. 
Fax  0171  240  1052. 

uwKniorgdnbankvronuiu 


M omav\  6 Banfc 

INTERNATIONAL 


G^cfraodassesa  pt^lacaU 


^^flevekipmCTltSVt6f€3^fe;438 
feltUjre  sectors;.  '-  i.  ^ ^ . 

|4fb<y'TOafaIso  J>e  icqiiii^-to  c projects  internally  afkl  externally  to  ensuie^speedy 

~ obmpfetton'  -and  mairimum  efficiency.  The  successful  applicant  will  have  high  level 
prcKrih^riejat  and  project  management  experience  preferably  . la  both  private  and  public 
sector^1  hare  proven  negotiating  skills  in  a wide  range  of  circumstances  and  have  an  extensive 
kncrwtoJge  of  all  food  and  farming  related  national  and  EC  legislation. 


Hep 


. .... 

BOX  A6271,  WNflnrifll  Times,  One  Sotxtfewarfc  Bridge,  London  SE1 SBL 


"J 


:i*f**- 


THE  ENERGY  CHARTER  SECRETARIAT. 

MdUbM  under  the  Eacrgj  Charter  Treaty  1994  aud  based  In  Brewh. 
tatter*  tpp&ouidti*  Iran  whabh  nuaBOri  cuntflriwn  for  the  poets  ca 

Senior  TmwH  E«mrt 

M Hi  tVeembn  l*W#  meetinp.  Hie  Efcsgy  O vna  Conference  charged  iU  Transit  Woking  Croup  «i*  (be  laik  of  denJupiag  n Muttffcuenl  Transit  Ramewat  Hk  new  post  of 
Seninr  TtuMl  Expert  ba>  host  csebiUicd  wittnn  die  Sracotlt  it  order  (o  ptuvjde  support  for  this  prucen. 

Tter  won*  eipert  tilt  be  mprai^fata  for  pipeline  and  grid  moat  issues,  hi  iKtufe 

- tnur.it  pipeline  imernnetib 

- ms* k urtfT-. 

- capxny  iuudi 

- ilispuc  *LHicmaii 

- nampivcUHtt  and  nunsrl  cmaos 

- Imd<«  omti  uosuduiuI  fmaoctal  onamsaaoiB 

Ttemcianbcw  »tU  hate  Mgnifkuffl  experience  10  die  oil  aitl  gits  iodudry,  mote  xpedfienlty  in  bsthocaboo  pipeline  mas.  A good  understantbog  of  rcgutatoy  aid  iozututiaiiaL  os 
wuB  33  crotraoual  nrranpcmenR  far  the  mmjwwjoo  and  naMt  up  hydrocarbons  in  e*estuL  Expeneaw  of  tfi-pua  settlement  pmaedua  a dainMu. 

SmlnrTrric  Expert 

The  Secretarial  K «kinp  a tint  Ui«  tmdeor  txwooreto  lawyer  10  deal  with  Imptemcsuoro  oS  the  trade  procranB  of  the  ECT  aqj  its  Trade  AiBcudmnu  of  1 998 .The  Expen  will 
he  rvficiNMc  tw  the  iuikwine  tasks' 

■ immiwiitp  indc-xebnl  nieunmn  raewures 

- nunitomig  development.  in  WTO 

- ettNivhoKM  nr  disnne  senfcmcm  praisiuns.  raprired  by  the  ECT 

- nwmionqf tome*  ul  measure.  trtjjcnrJ  by  noofkauottt 

- pieparjtwn  of  ami  lUpjWl  far  anroul  miesi  an  moving  item  to  a legally  binding  unff  communeai 

- li  regulation  nt  data  no  iiiwm  duties  and  mho  duntvt 

■ uxMong  of  notification  {Kowdotu* 

■ prquraumi  nt  documents  for  meeting  nf  expert  grropj  an  trade 

Practical  experience.  fur  irwamr  in  a naumd  govemmeol  at  mt  biwiTutkxul  orpaueatfan.  is  ewouial.  and  adi-an.nl  kjtid  training  with  spesuliarwn  to  trade  law  highly  dettratdy 
A good  Loowlcdsv  of  the  Uruguay  Romd  AgnsnoRs  and  of  the  fmaonmg  of  (he  WTO.  the  ondnlaicral  trade  xysrem  and  practical  experience  in  md  blows!  trade  nmumuiorg 

would  also  be  a taiuaPb-  atsef. 


For  both  posts  louuntuti  should  hive  a ntnam  university  draw  and  ncdlntt  oral  and  a rim  camsntmatioM  skills  m English.  todadiaHi  the  shifty  10  draft  tens.  Knowledge 
nf  enber  languages,  pamcularly  Russian.  would  be  an  asset. 

In  both  ea-«x  a fiiisi  term  coninM  of  throe  yean  niO  be  offered,  and  salary  will  he  a!  AA  level  on  Ibe  Coordinated  CVgamratiooi  Kate  ifoJIuwtngOECDl. 

The  Enogv  Chain  Sccirnrui  is  an  equal  n^vmiQiiia  employer.  Candttaes  must  be  a tuttonal  of  a signatory  couany. 

■hpplKJiums  Trnwi  prwnaift  caiHbdohsx.  to  ioJnk  copies  of  cumculum  shoe  and  aft  fdcrant  ijudiftcmom,  should  be  submitted  by  post  with  copy  by  telefax  to:  Bead  of 
Adnrinktradon  and  Finance.  The  Energy  Charter  Secretariat,  Booievnrt  de  la  Wohrwe  Si  B-UOO  Brussels,  IMghmi,  F*cr  . J22  775  98  0 L Appllcaocn  to  arrive  no  later  that 
Mr  into  la  February  l»W  Only  sh.'n-ltsk'd  candidates  will  receive  a written  nspobe. 

Tbr  Clergy  Chart er  Jrraix  pmvtri  ■!  Urx-J  framm  artfer  rtMpr'JttnH  in  the  energy  urr.tr.  The  Treaty's  Si  pamnpam  comprise  ail  the  states  nf  Western.  Central  anJ  Eastern 
Ear.'pr.  titr  ■ •vntnts  of  ihc  former  Smut  Com*.  Japan,  Mongols*  mJ  Asalnha.  F>v  further  mlimnarum  on  the  Tuxes  anj  the  Secretariat  see  our  webrer:  uxsxtendumrMrx  or 
uneaLiusbx  riwd,- iwkelfiWhWtr.mt 


AIG 


EUROPE 


Risk  Finance 


Excellent  Package 


City 


AIG  Europe  (UK)  Limited  is  pare  of  the  dynamic  American  International  Group  of  Companies.  One  of 
the  vrortfi  largest  and  most  successful  insurance  and  faandad  services  organhwtfonfc  AlG*s  Risk  Finance 
division  is  a market  leader  in  the  design  and  implementation  of  creative  risk  financing  solutions,  drawing 
on  the  worldwide  resources  of  AIG’s  insurance  and  financial  services  companies.  Exponential 
international  growth  within  Risk  Finance  provides  a unique  opportunity  for  an  outstanding  candidate. 


THE  POSITION 

♦ Design  and  provide  clients  with  highly  structured  financial 
Insurance  programmes  to  entrance  balance  sheet  strength,  address 
sofvency/hquidlty  concerns  and  help  manage  strategic  risk. 

♦ Work  with  leading  edge  products  to  deliver  innovative  solutions 
to  blue  chip  client  base.  Operate  at  front  end  of  Alternative  Risk 
Transfer  market  (ART).  Analyse  and  assess  viability  of 
prospective  deals. 

4b  Htf^dy  vtslUc  role  working  In  dose  knit  team.  Long  term  locus. 
Build  strong  rebrionshtps  with  brokers  and  key  diems. 


QUALIFICATIONS 

♦ Graduate  calAre.  Good  knowledge  of  insurance  induso'y.  Likely 
to  have  broking,  banldng/consuhancy  or  corporate  background. 

♦ Lateral  and  analytical  thinker  with  creative  approach.  Highly 
numerate.  Ability  to  analyse  complex  proposals,  make 
recomfiKfldanons  and  con^dete  deals.  Credit  exposure  beneficoL 

♦ Proven  track  record  in  establishing  and  maintaining  diem  and 
broker  rebtaondups.  Excellent  cammunkadon  and  Interpersonal 
slrifls.  Polished  presenter  who  can  quickly  bufid  profile  within 
niche  market.  Potential  to  progress. 


Please  send  full  cv.  seating  salary,  ref  FS20I029.  to  NBS.  21-26  Garfidc  Hill.  London  EC4V  2BX 
Fax  0 1 71  489  0698  Email  fsp@nbi.co.uk  Tel  0 1 71  379  1070 


Aberdeen  * Brnim^iam  * Bristol  * CinMf  * Cky  • Edinburgh  * Glasgow 


Leeds  • London  • Manchester  • Radera  • Sough  • Frankfurt  - Madrid  • Pins 


NB  Selection 


NBS 


Financial  Services 


A BNB  Resources  pic  company 


ISO  9002  Registered 


Ss  Threadneedle 


ASSET  MANAGEMENT 


Ax  Threadneedle  Asset  Management  we’re  always  looting  at  new  productive  and  dynamic  ways  of  working. 
VPe  already  manage  portfolios  in  excess  of  £39  billion  and  wc  are  growing  all  the  time.  Our  success  has  been 
based  on  a commitment  to  constantly  improving  performance  levels  and  developing  service  innovation. 
Moreover,  our  progress  has  been  achieved  through  the  commitment,  effort  and  ability  of  professionals  such 
as  you. 


Emerging  Markets  Dealer 

City  based 


£ Competitive  + benefits 


A new  opportunity  has  arisen  for  a dealer  with  at  least  2-4  years  experience  in  the  Far  East  and  Emerging 
Markets  to  work  in  our  thriving  centralised  dealing  team.  A proven  performer  you  will  be  responsible  for 
transacting  ail  the  bargains  for  the  fund  management  team,  undertaking  all  related  administration  and  liaison 
with  the  operations  functions. 


The  successful  candidate  will  be  IMHO  registered  and  hold  the  relevant  professional  qualifications.  A first 
class  communicator  you  will  be  pc  literate  and  work  to  a high  standard  ex'  accuracy.  Above  all  you  will  be 
able  to  work  on  your  own  initiative  as  well  as  contributing  to  the  team. 


In  return  you  will  receive  a competitive  remuneration  package  and  a commitment  to  training  that  will 
enable  you  to  develop  your  career  with  Threadneedle. 


If  you  bvUct'c  that  you  can  meet  tbe  challenge  please  send  a comprehensive  CV  (including 
current  remuneration)  kk  Richard  Fuller,  Personnel  Manager,  Threadneedle  Asset  Management, 
60  St  Mary  Axe.  London  ECSA  QJQ 
So  agencies  please 


LAROVA  Biochemie  GmbH 


Nncleic  Acttfs  Octiya  • Bulk  Fkiiniecutical  Actives 


LAROVA  is  a growing,  innovative  biotechnology  company  which  applies  its  own 
mnd  enzyme  technologies  for  (be  production  of  new  aul  known  ®ideoside$ 
nurteolides  and  oligwiucicMkks.  LAROVA  will  move  in  spring  1999  to  a wdl- 
koowa  research  park.  The  present  and  future  location  of  LAROVA  is  in  the 
outskirts  of  Bcrim,  the  capital  of  Germany.  This  position  offers  excellent  leisure 
opportunities  including  the  varied  cohntal  life  of  a big  dty  as  well  os  superior 
recovery  aid  water  sport  facilities  is  a delightful  surroumSmg.  Our  company  is 
ctmeatly  recruiting  for  a young  and  ambitions  professional 


Recruitment 

Consultants 

Directory 

Wednesday  January  20 


CHIEF  FINANCIAL  OFFICER 


- acquisition  of  capital 

- development  of  processes  and  systems  of  finance,  accountancy  and  controfltng 

- preparation  ofhigh  quality  financial  information  as  well  as  annual  accouits  no 
the  basis  of  the  HGB,  IAS  and  US-GAAP 

-{sepamioaoflbelPO 

- substantial  involvement  in  developing  and  improving  the  company's  structure 

- current  reporting  o>  the  management  and  the  partners 


Corporate  advertising  can 
help  differentiate  your 
brand  from  your 
competitors. 

In  today’s  competitive 
environment 
every  tool  for  winning 
market  share  is  vital. 


Applications  arc  invited  trom  graduates  in  business  matagownl  with  a proven 
record  in  financial  analysis  and  management  md  at  least  $ yean  post  qualification 
experience  on  thepharma  or  biotechnology  field. 


LAROVA  Biochemie  GmbH,  a company  with  secured  pespectxves,Q%(s  a very 
generous  and  competitive  compensawn,  company  shoes  and  flexible  working 
hours  in  a stimutains  and  creative  environment. 


Contact: 

Ben  Bonney-James 
on  0171  873  4015 


Please  send  your  complete  a including  the  names  of  2 referees  to: 
LAROVA  Biochemie  GmbH;  Potsdamcr  Sir.  18%  14513  Teftow,  Germany 
e-mail;  LAROVAgMmlme.de  / fin:  +49-332*47  4$  26 


FINANCIAL  TIMES 


No  FT.  no  commont. 
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let  us  turn  independence  into 
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International  Supervisors  and  Managers 


WttrfdwiUe  practice  and  indctraaifanca 

Evafy  day.  80.000  atnfUorBas  in  our  worldwide  firm,  present  in  130  countries,  are  tuned  to  our  efients  needs. 

Our  independence  means  we  can  guarantee  the  total  objectivity  and  integrity  of  our  buemees.  . 

We  are  looking  for  highly  mothratad  individuals  and  high  calibre  profesejonels  who  waratobeco^^ene^e^ 
fast  gtowing  professioral  services  company  in  France.  Our  growth  is  further  angmented  by  a substantial  array  of  specia 
services  that  we  provide  ta  audit  and  non-audit  clients. 


DfCS* 


Yoorqnfi&catiMB 


- Co-ordintioD  of  mtametionel  audit  and  special 
assignments,  both  in  France  and  abroad. 

-Management  of  multHingual.  mute -skilled  client  service  ' 
teems. 

- Sjpnfcaot  exposure  to  top  client  managsment 

- Special  projects:  we  are  continually  Involved 
in  special  assignments  in  France  and  overseas 
{acquisitions,  financial  reporting. ..L  your  role  wiQ  involve 
immetfiaie  hands-on  responsibility 

- Best  practices:  we  are  constantly  seeking  to  benchmark 
our  diems  and  our  own  performances  you  wffl  need 

to  seek  out  and  knptemarn  best  practice  within 
DekHOe  & Touche  worldwide  and  beyond. 


-Record  of  access  with  a leading  accountancy  firm. 

- Ability  to  strategically  to  create  and  implement 

business  solutions. 

- Excelleet  academic  background: 

first  time  ACA  passes  andi'or  MSA 

-Hueacy  is  both  written  sad  spokoa  french. 

Third  European  language  preferred 

- IntBmtiooei  oeriook  with  demonstrated  ability  to  wwk 
wth  and  manage  people  of  dUferm  cultures 

and  backgrounds.' 

Stoog  fawwtedge  of  mtomationa)  end  US  GAAP  essential. 

- 5-12  yrars  experience  in  public  accounting 
and/or  industry. 


thr- 


We  provide  highly  competitive  salary  and  benefits  packages.  Career  prospects  within  our  dynamic 
and  service  focused  firm  era  excellent  A vrida  variety  of  worldwide  career  opportunities  exist 
for  ounaandmg  individuals. 


DetoftteTouche 

Tohmatsu 

£ 


interested  applicants  should  fax  their  CVs 
in  either  English  or  French  to  vybrie  Lardeux 
quoting  reference  FTD601  to  + 33  1 40  SB  28  X 
or  write  to  her  at  Deforce  Touche  Tohmatsu, 
185  avenue  Charies-de-GauHe. 

92200  Nauitiy-sur-Saine,  France, 
e-mail:  Competences@0eloiite.fr 


HEDGE  FUND  EQUITY  ANALYST 


US  hedge  fund  seeks  experienced  analyst/portfolio 
manager  from  buy  side  or  investment  banking  for  London 
office. 


Opportunity  to  be  integrally  involved  with  an  experienced 
and  entrepreneurial  team.  The  fund  manages  assets  of 
approximately  $2bn  and  has  a 10  year  track  record  of 
success  with  low  volatility. 


The  investment  focus  is  on  Western  European  special 
situation  equities.  There  is  an  emphasis  on  value  and 
companies  involved  in  corporate  restructuring. 


Please  apply  in  writing  to: 

Christopher  Hohn, 

Perry  Capital  Ltd, 

75  Grosvenor  Street, 
London  W1X9DD 
Facsimile:  0171  317  4599 


» if'  I •] 


KEY  REQUIREMENTS: 


Entrepreneurial  approach 

Proven  ability  to  conduct  rigorous  fundamental  analysis 
Languages 


Richard  Perry, 

Perry  Capital, 

599  Lexington  Avenue, 
New  York  NY  10022 
Facsimile:  (212)  583  4125 


Perry  Capital  Ltd. 


IBB 


INVESTMENT  PRODUCT  DEVELOPMENT 


The  opportunity  to  work  at  the  cutting  edge  of  new  retail  fund 
products  with  a global  investment  house. 

Our  client  is  the  recently  formed  international  retail  fund  business  of  like  to  hear  from  people  who  may 
a leading  financial  services  brand.  In  this  appointment  you  will  have  have  worked  in  a middle  or  hack 
the  opportunity  to  set  up  the  structure  and  framework  of  funds  for  a environment,  perhaps  in  a 

new  range  of  innovative  and  attractive  products.  compliance,  legal  or  audit  cole-,  and 

As  Product  Development  Man-  | relevant  regulatory  requirements.  :ntQ  3 Career  m?'ie 


ager.  you  will  report  directly  to  the 
head  of  marketing  a nd  have  respon- 
sibility for  turning  product  concepts 
into  reality.  You  will  work  closely 
with  service  providers,  including 

fund  managers,  administrators, 
lawyers  and  consultants  to  build 
fund  structures  which  succeed  in 
meeting  the  objectives  of  the 
product  offering  and  comply  with  all 


both  in  Europe  and  elsewhere 
internationally. 

To  he  a candidate  you  are  likely 
to  he  a graduate  and  will  need  to 
have  had  five  years  commercial 
experience,  two  of  them  in  a funds 
business.  We  tVould  be  pleased  to 
consider  candidates  w-ho  already 
have  some  experience  of  product 
development,  hur  would  particularly 


have  worked  in  a middle  or  back 
office  environment,  perhaps -in  a 
compliance,  legal  or  audit  role;  and 
would  like  to  make  a career  move 
into  marketing. 

We  offer  an  attractive  salary 
and  benefit*,  package,  competitive 
tn  financial. services. 

To  apply,  please  write  with 
fall  CV  to:  Andrew  Dawson, 
SMQ.  Selection,  2 Queen  Anne's 
Gate  Buildings,  Dartmouth 
Street,  London  SWiH  9J*p.  Tel: 
0171 222  7733  or  Fas:  0171222  3445- 
E-mail:  adawson@smcI.com 


i:W  -■ 
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Speculate  and  accumulate 


Accountancy  Appointments  every  Thursday  in  the  FT. 

includes  Tax  Specialists,  Analysts  and  Finance  Directors 

Te^°ir?f807n3O331Viertlp5inS  °PportlJn'fes  P'^se  call:' 
"^^^^^733351  Fax:  +44  17l  873  4331 


financial  times 


FRIDAY  JANUARY  8 1999 
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international  (Asia,  Europe...} 


SSSStEL 5 "raumJ  th«  wnrieJ.  Decathlon  Is  pursuing 

eGuEm^lib^f1"  ^ manufac!un?  ■*!  distribution  of  spans 
cSnSS  Sf„D^fur  ®*=fESS  to  pmfessiBnallsrn  of  our  W.000 

nnr^f3  JHhD1Ujtw1c  each  day  to  gain  the  confidence  of  our  customers 

SmSKSltT1  ,la“- m DH3»*"  <«  Htourage  inraataiSd^ 

OVERSEAS  5UB5IDIRFIY  FINANCE  / 
RDMINISTROTION  MRNRGERS 

Northern  Chine.  Shanghai.  Taiwan... 

EducalKl  to  degree  level  In  o finance  or  management  discipline,  you  wm 
3 2^  trarTrErarri  in  M Srt 
s,tt*L *"  ^ 3«Ut  Brattice.  or  In  tadustiy. 
ErS-XLSS1"9  pBrtKl  ^OUf  hoadquartETS  In  Wortham  France 
™25??£,2“2:  wm  Intestate  financial  and  administrative 
management  in  the  chosen  country. 

thf^neral  Manager.  your  role  Is  to  bulk!,  manage  arvf 
company  effeetlvetH.  Including  the  recruitment. 

^ nrattvatJon  of  your  team.  You  mill  ensure  the  provision 
SLIP?  a™  accifiatp  accounting  and  financial  information,  treasury 
and  group  reporting.  marking  with  solicitors  and  accountants,  gnu  udli 
ensure  compliance  uutttj  local  regulations. 

Your  dynamism,  team  spirit  and  management  skills  mill  make  a teal 

rnffereroand  as«e  your  suxess  fo  this  challenging  role.  R rtgh  level 

at  Doth  French  aad  English  is  required,  and  knowledge  of  Mandarin 
Is  an  advantage.  Oil  interviews  iirifl  be  held  locally. 

BWJ have  b lot  to  offer  and  this  Is  the  unique  opportunity  you  are  looking  far. 
Kg™"*  Y"  ^ *5  a photograph,  together  with  a covering  letter,  inter 
ref  HRFJFT  to:  MercLft  Urval.  3S  rue  de  rHdprtaJ-MHitaire.  59800  LUte.  Frarce 
E-mall:  ftfftmercurl-ufval.fr. 
htto:  wwwjTtercuri-urval.fr 


DEGJTHION 


DEVELOPING  HIGH  QUALITY 
TECHNOLOGY  RESEARCH  WITH 
A PAN-EUROPEAN  FOCUS 

EQUITIES  RESEARCH 

Our  is  one  of  die  world’s  leading  financial  tnwhwHnnf.  In  order  to 


particular  the  technology  sector;  they  are  now  looking  far  a higbcaHbre 
technology  indostry  professoral  to  strengthen  their  research  openmoc- 

Wbrfcing  in  dose  liaison  with  cwnaerpaa  in  the  US,  you  will  join  the 
talented  team  responsible  for  analysing  sector  trends  and  company 
strategies,  forecast  die  results  of  European  technology  mmpwnix  and 


Qualified  to  at  least  MSA  level,  you  must  have  a minimum  of  five  yeans' 
technology  c&poicuccwtfb  a proven  trade  record  of  success  in  dnsfidd. 
You  will  also  need  strong  oommunkurion  skills  including  fluency  in  at 

least  two  European  languages  other  than  English. 

fn  return,  you  can  look  forward  tn  all  the  rewards  you  would  expect  from 
a global  investment  bank 

To  apply,  please  send  full  career  details  quoting  ref  2275  to: 
Hie  Response  Management  TVam,  Associates  in  Advertising  (A1A), 
5 St  John’s  Lane;  London  EClM  48H. 

Applications  will  only  be  forwarded  to  this  client.  However;  please 
indicate  any  organisation  to  which  year  details  should  not  be  sent 


HR  MARKETING  & COMMUNICATIONS 
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^ Investment  House 

ED*F  Man  Investment  Products  in  pari  of  an  intamatioiud  trading  and 
. financial  services  group  employing  over  4,000  people  in  more  than  60  counlritt 

* and  ipecfaHrfng  In  the  supply  of  agricultural  products  and  the  provision  or  ? 

. fipandwl  services.  A pioneer  of  alternative  investment  products,  our  success  Is 

Hounded  tai  the  analyst  of  the  behaviour  of  financial  markets  combined  with 

’ £ ytriHrgxfah.inanngBneiU.  £ 

Manager  - Product  Engineering 

j*A.  ' • ' ''  ' • j A 
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Graduate  Required 

lb  work  in  farnrial 
■ mnket  research  firm. 
Initiative,  organisational 
and  rawwpmw  dfifin  are  a 
necessity. 

Fix  CV  and  covering  knar 
toFHcrKue 
0171  283  8484 


Sugar  Trader 

with  a truly  international  focus  - initially  Cairo , Egypt  based 

attractive ; comprehensive  package 

Our  client  a well-established,  highly  respected  organisation  with  a diverse  trading  base, 
has  exciting  but  realistic  plans  to  expand  its  sugar  trading  operations;  this  role  will  form 
a major  part  of  such  expansion  and  will  require  a candidate  of  the  highest  calibre. 

Initially  based  in  Cairo  - Egypt  the  intention  is  that  the  operation  will  move  to  a 
European  base  and  we  will  be  looking  for  candidates  with  the  foresight  to  form  a 
strategic  plan,  the  contacts  to  implement  it  and  the  sourcing  abilities  to  ensure  delivery. 
Central/South  American  exposure  would  be  particularly  attractive. 

The  remuneration  package  will  be  geared  to  attract  the  best;  the  constituent  parts 
(including  school  foe  assistance  where  appropriate)  will  be  wholly  flexible. 

Please  send  full  career  details,  including  current  salary  package,  to  Colleen  Qullty 
at  Exchange  Consulting  Grasp,  13  St  Snifflin'*  Lane,  London  EC4N  BAL. 
Fix  0171  929  2905. 1W.  9171  929  2393. 

• Email:  i»lleeh6exchange(Mnsiiib'ng.com- 

!t  is  our  strictly  held  ethic  that  no  CV  is  forwarded  to  the  client  without  the  express 
agreement  of  the  candidate. 


A Major  EU 
Industrial  Federation 

is  looking  for  a candidate,  with  a degree  in 
economics,  able  to  play  a leadership  role  in 
the  preparation,  implementation  and 
promotion  of  positions  of  the  Federation  m 
the  field  of  road  transport  policy. 

Knowledge  in  some  of  the  following  areas  is 
desirable:  external  cost  debate,  congestion 
pricing,  transport  telematics  technologies, 
infrastructure  investments  and  services, 
motor  vehicle  taxation  and  environmental 
fiscal  incentives.  Experience  with  European 
Institutions'  work  would  also  be  appreciated. 
He/she  should  be  fluent  in  English  (spoken 
and  written),  as  English  is  the  working 
language  of  the  Federation;  a good  command 
of  other  European  languages  will  be  an 
advantage. 

Reply  to  Box  A6282  Financial  Times,  One 
Southwark  Bridge,  London  SE1  9HL. 
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The  overall  responsibility  of  this  role  Is  the  day-to-day  operation  or  the  Product 
Engineering  team.  Its  key  rote  is  to  provide  detailed  analysis  or  possible 
Umiutmujt  hind  structures  for  potential  ettents  using  proprietary  statistical  $ 
models.  In  addition,  die  team  provides  fkiU  support  to  the  Marketing,  Sales 
and  Sales  Support,  Research  and  Risk  Management  teams  on  all  Issues  or  a 
nmnerical/aoalyticftl  nature.  ~ 

Candidate*  must  have  a highly  numerate  degree,  preferably  with  a *’ 
statistical  Mbs  and  a minimum  of  four  years’  experience  in  the  finance  sector. 
’nwttffl-aetfiH’lhUrofecmnjKiacs: 

• knowledge  of  derivatives  and  modern  investment  theory;  *' 

• abffltyto  apply  pxeprierazy software  programming  skills  to  analytical  projects; 

• effective  presentation  skills; 

a advanced  Microsoft  Excel  knowledge;  | 

• ab%  to  work  on  your  own  initiative,  resilient  to  pressure  and  with  established 

fjbpiy 

m r< pswb.no*  In  tbe  investment  management  field  as  writ  as  programming  ability  r 
..  (C/C4-+)wouM  be  an  advantage.  * 

Trainee  Financial  Analyst  - ^ 

ProdHct  Support 
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Key  responsibilities  are  to  assort  with  tbe  research  and  written  reporting  of  recent 
market  performances  that  have  affected  our  product  performance,  and  to  produce 
and  proof  a range  of  marketing  and  client  materials,  which  include  statistical  « 
*»  data.  In  aditition,  a vital  part  of  Oris  role  wifi  be  routine  and  important  * 
administrative  tasks,  such  as  price  data  management.  In  this  regard,  tbe  use 
and  maintenance  ofproprietaiy  software  will  form  an  Integral  part  of  the  position. 
mA.  I ".  - Tiila  role  would  suit  a recent  graduate  whose  degree  bas  ensured  ihe-w*. 

development  of  excell  cut  writing  and  numerical  skills.  Kq»»ny  Important  is  a 
. dear  interest  in  tbe  financial  markets.  We  are  looking  to  recruit  someone  who: 

£ • has  effective  research,  writing  and  numerical  skills:  a 

■ • ia  computer  Bterate  aad  proficient  In  Microsoft  Word  and  Excel;  ” 

• demonstrates  creative  ability  with  a high  attention  to  detail; 

• « can  manage  their  own  workload  and  i*  resilient  to  pressure; 

£■  • work*  effectively  within  a team;  £ 

«is  eager  to  develop  within  this  varied  role. 

.4.  Oar  standards -are  exceptional  but  so  are  the  rewards  we  offer;  OutmA. 
competitive  financial  services  benefits  package  includes  excellent  bonus  potential 
■ and  profit  sharing.  Full  training  for  botlrroles  will  be  given. 

If  you  want  to  make  the  most  of  your  future  then  get  in  touch  because  we 
5 want  to  hear  from  you.  Please  apply  fn  writing  with  foil  CV  to  Mrs  Saoirse  Hill.  S 
Recruitment  Manager,  E D A F Man  Group  Pic,  Sugar  Quay,  Lower  Thames  Street. 
London  EC5R  BDLL 


E D & F MAN  GROUP  pic 
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EXCHANGE 

Considting  Group 


JFtHANCUU.  TtM£3 


SUKX  AND  B&KTKM 
H TRADHL  BflOKMS 
AWOPBWTIONS 


PHYSICAL  COMMODITIES 


COMMODITY  DERIVATIVES  * FINANCIAL  FUTURES 
• 0TC  DERIVATIVES  ■ CAPITAL  MARKETS 


FOREIGN  EXCHANGE 


les  Echos 

La  QuotkBen  de  I’JEeonomte 

Tbe  FT  can  help  you  reach  additional  business  readers  in  France.  Our  link  with  the  French  business  newspaper,  Les  Echos, 
gives  you  a unique  recruitment  advertising  opportunity  to  capitalise  on  the  FTs  European  readership  and  to  further  target  the 
Firench  business  world.  For  information  on  rates  and  further  details  please  telephone:  Karl  Loynton  on  +44  0171 873  3694 
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Otnt  SMhmn  Company 


AUDIT  SPECIALIST 

Office  ol  Audit  and  Perfcrmancc  Review 
Now  Yo rl;  City 


The  Un^Natore  Devetopmertt  Programme  (UNDP)  is  tfoUnrt^  Nations' lagestprointter  of  fli^ftjndng  for  dflvefapment. 
as  welt  as  the  main  body  lor  coonfoating  UN  development  assistants.  Wfe  hara  a position  available  at  oir  New  Ybrk  Dty 
hradquarters  for  an  Audit  Specialist  in  our  OfficK  of  Audit  and  Performance  Review  (OAPfiJ.  This  poatfoi  is  re^onsate  for 
performing  compretenswe  managemert  audits  of  various  organcatioral  units/Wicliora. 

The  Audit  Specialist  wiH  supervise  one  id  four  teem  members  in  conducting  audit  assignments  as  per  internal  policy 
gudsfinec  producing  audit  reports;  morutoring  and  Mowing  up  on  tho  status  of  recommerafabor*:  and  focilfttiing 
self-assassmont  woritrtmps.  Other  responsfiji Sties  include  performing  advisory  asstymants;  conducting  special 
investigations,  supporting  QAPfft  regiaial  service  centres;  and  overseeing  contracted  audits. 

A hi^i  level  of  setf-initrativB  and  a commitment  to  delivering  timefy  and  courteous  service  are  essentiaL  The  abafity  to 
mvkfie  complex  problems  and  focus  on  critical  details  are  mandatory,  ExcepoonaJ  leadership  skills  and  tha  abiEty  to  build 
teams  are  «y  important 

□salifications: 

• Master's  degree  hi  auditing,  business  adminirtiatioa  pubTic  adminttiratiati.  finance  or  commerce:  or  a CP/CPA 

• Bjflt  or  more  years  of  rapensnee,  of  which  at  least  Urea  are  in  sn  audit  capacity 

• Superior  English  skills  (working  knowledge  of  Spanish  and/or  French  is  an  asset] 

•Familiarity  with  MS  Office 

• Experience  in  auditing  computerized  information  systems 

UNDP  often  a competitive  salary  and  benefits  package.  Interested  candidates  should  forward  a derailed  curriculum  vitae 
and  salary  history,  no  later  than  71  Jaruary  7999  dx  Dum  Keplet  United  Naliaat  Dmlopemat  Progmaite,  384 
EssteSdi  SUMS,  New  York,  NY  10017;  E-ataB:  tfieet.hapleiftmdp.nrg.  Qualified  woman  are  strongly  encouraged  to 
apply.  We  regret  that  we  win  only  be  able  to  respond  to  those  applications  in  which  UNOP  has  ftrthsr  interest. 
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UNITED  NATIONS  DEVELOPMENT  PROGRAMME 
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UtimUna  ttm  Pam  HBtti 

EUROPEAN  TAX  MANAGER 

1V»  International  Limited,  a US  S17  bfflon  dveretfisd  manubtiuring  and  sendee  company  with 
over  80.000 employees  workhrlda,  b tin  workfs  largest  manatactnrer  and  instaflef  ot  firs  and  safety 
sysams  and  provider  of  electronic  security  sendees  and  has  strong  IsadersMp  positions  In 
disposable  metflcal  products,  packaging  materials.  Bow  control  products,  electrical  and  electronic 
components  and  underwater  teJecommunlcatifflis  systems. 

Our  comtarries.  sochas  ADI.  US  Surgical,  Kendall  Health  Products  and  Total  Walther  are  household 
names  In  their  fields.  With  projected  expansion  throughout  Europe  and  the  rest  at  the  world,  our 
worldwide  growth  should  reach  over  S23  hOBon  in  turnover  in  1899  atone. 

To  aid  in  titis  period  of  expansion  and  for  the  future,  we  are  seeking  a European  Tax  Manager  to 
coordinate  oor  International  tax  strategy  and  corporate  structuring  actfvfflBS  throughout  Europe  and 
the  Middle  East 

This  Is  a key  position,  with  European  wide  mponsfliMK  and  scope,  reporting  to  the  Director  of 
international  Tax  and  working  closely  wtth  tits  European  Legal  and  Finance  Departments. 

The  successful  csntMate  wju  have  a minimum  of  five  years  ot  tmsmationaJ  tax  experience,  with  a 
multinational  or  an  International  accounting  or  law  firm,  preferably  as  a tax  manager  or  tax  counseL 
A CPA  degree  or  an  advanced  legal  degree  in  International  taxation  to  a prerequisite,  as  is  complete 
fluency  m Engtsh,  French  and  preferably  at  lean  one  other  European  language.  Organizational  and 
computer  stdtte  me  also  a must  The  successful  candidate  wffl  be  a setFstarnr.  enthusiastic  and  able 
to  taka  a leadership  position  in  a dynamic  and  changing  business  environment 

Tyco  offers  an  outstanding  professional  challenge  end  competitive  compensation  commensurtee 
wfth  experience.  If  tids  description  fte  you.  phase  reply  In  confidence  by  mafl  or  by  tax  whh  a current 
c.v„  salary  history  and  an  analytical  English  writing  sample  (no  more  than  5 pages)  ur 

&OXAG229 
Rnandal  Tiroes 
One  Southwark  Bridge 
London  SCI  SHL 

Closing  date  tor  applications  Is  February  IS,  1999. 

To  team  more  about  Tyco  International  LBL,  visit  our  website  at  http/fmM.tycoInLcgm 
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EMERGING  MARKETS 

CENTRAL  EUROPE 

International  investment  banking  and  consulting 
firm  seeks  capital  markets,  stock  exchange,  and 
private  pension  professionals  for  assignments  in 
Central  Europe:  Candidates  should  have  ten  plus 
years  experience.  International . experience 
desirable.  Please  fax  CYs  to  212-533-7449. 
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Improve  your  lifestyle  and  your  career 


Enhance  yotH~  lifestyle  and  career  by  joining  Tbe  Chase  Manhattan 
Bank,  market  leader  in  Global  Custody.  Based  in  Bournemouth, 
this  major  corporate  works  alongside  other  financial  traambons 
taking  full  advantage  of  an  exccBoai  location  and  providing  a 
tremendous  working  environment.  A combination  of  acquisition 
and  organic  growth  has  resulted  In  the  need  for  an  adcfidonal 
experienced  person  vriDing  to  undertake  an  integral  role  within 
the  dynamic,  highly  i-isiMe  Asset  Sertieea  Division. 

Chase  are  currently  managing  assets  worth  USJ5-2  trillion, 
across  80+  markets.  Your  responsibility  will  be  to  manage  a 
department  ensuring  (he  high  expectations  of  cEenc  are  met 
at  all  tunes.  Aware  of  the  strategic  goals  aad  objectives  of  the 
bnsixtess,  your  role  will  concentrate  on  pan  of  die  processing 
function,  thereby  increasing  timeliness  and  accuracy  Effective 
stafT  management  and  development  is  an  additional 
prerequisite  of  this  role,  coupled  with  tbe  ability  to  work  with 
and  influence  colleagues  and  senior  management. 

email:  i nfoCtmoi^an  fcnmkj.  awik 


• Based  in  Bournemouth  on  the  South  Coast 

ybu  wiD  offer  a unique  blend  of  rechnics]  and  management 
.stalls  within  the  Corporate  Actions  arena,  demonstrating  the 
ability  to  evaluate  and  streamline  systems  and  procesrei  where 
necessary.  Additionally,  you  wiH  have  experience  in  directing 
and  navigating  a resulo+oricnted  team. 

With  the  Global  Custody  market  being  serviced  by  fewer 
providers,  dm  k a great  opportunity  to  join  The  Chase 
Manhattan  Bank  which  offers  a strong  client  base,  staie-of-dieart 
technology  and  RAJ>  budgets  to  ensure  future  growth.  Coupled 
with  living  in  an  attractive  location  and  earning  a competitive 
package,  you  will  join  approximately  SJHX)  colleagues  benefiting 
from  gnat  fariDtics,  including  a multi  sports  leisure  complex. 

For  further  information  in  the  strictest  confidence,  contact 
Dev  Majithia  or  Deborah  Lyons  on  0171 240  1040  or  send  your 
CV,  quoting  reference  3019/74,  to  Morgan  & Banks  PLC, 
BreRcnham  Hook,  Lancaster  Place,  London  WC2E  7EN. 
Fax  0171  240  1052. 
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INTER  NATION  A L 


IT  Appointments  in  the  FT. 

For  mm  information  on  advertising,  opportnnitips 
(llo.Tsr  call; 

Tel:  '-44  171  S73  3351  Fax:  -44  171  S73  4331 
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FINANCIAL. TIMES  FRIDAY  JANUARY 


ACCOUNTANCY  APPOINTMENTS 


ASSISTANT  VICE  PRESIDENT  FINANCE  - EUROPEAN  OPERATIONS 
MULTINATIONAL  MARKETING  COMMUNICATIONS 


CENTRAL  LONDON 

With  an  annual  turnover  approaching  $2  faClioo,  this  global  agency  mwA  operates 
fa  over  50  countries,  spans  4 continents,  and  can  comfortably  be  described  as  one  oT 
die  world’s  most  syccesSul  mattering  cooununtcackwg  companies,  having  doubled  in  sfw 
over  the  last  decade. 

As  a result  of  a senior  fcvd  relocation,  the  company  is  seeking  to  recruit  an  Assistant 
We  President  Finance,  to  take  responsibility  for  all  aspects  of  finance,  peraonnd  and  office 
administration  for  the  London  based  headquarters  of  European  Operations. 

The  ideal  candidate  WJE  therefore  have  a global  outlook,  having  capericnn-  of  and 
sensitivity  to  differing  cultures. 


Other  key  aspects  of  this  high  profile  role  win  intrude. 

• collecting  and  reviewing  financial  reports  of  rhe  Btgqpean  n pd  HkMC  nffires 

• imfffiational  cMenr  profitability  analyses 

• involvement  in  strategic  acquisitions,  from  evaluation  of  potential  candidates  to  group 
Integration,  via  the  process  of  negotiation  and  completion  of  transactions 

• consultation  with  lawyers,  auditors,  tax  and  other  advisors  as  needed 

The  role  wtB  bnolw  dose  liaison  with  country  managers  to  shape  srpr^gy  and 
operations,  including  analysis  of  industry  oends.  business  risks  and  opportunities,  and 
assistance  In  the  iceru&mcat  of  fimwet  managers  and  directors. 


C £70,000  + BONUS 

the  a^ncy  remains  hungry  and  eager  to  gro»’.  and  the  hied  undid* 

^ success*!  app***  wi« 

pragmatic,  proactive  approach  to  problem  solving  b encouraged. 

fmerested  applicants  should  send  <Wr  Curriculum  Wae  to  M*t  *««  « 
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*3gx 


V C N D O .V  T H A M i * V A 1 L I t AMATBIOAM 


ROBERT  WAITERS  ASSOCIATES 
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C ft  L A M ft  JIIHAVMMHI 


Six  figure  salary 
+ benefits  & options 


!'  O W E R G E N . 


Coventry 


UK  Finance  Director 


Following  the  r&xtrt  acquisition  of  EME  a new  role  has  been  creatmd  to  had  the  finance  function  a/ the 
merged  t/K  businesses,  encompassing  generation,  supply,  dbtributibn  and  retaff  operations.  With  a tumow 
of  £3.5  bHfion,  operating  profit  of  £700  million  and  1J0M  staff,  the  UK  division  is  the  core  business  within  this 
FTSE  50  corporate.  Demanding  remit  supporting  an  executive  director  focusing  on  raising  efficiency  and 
performance  throughout  the  operation. 


THE  ROLE 


Reporting  to  the  M0  of  UK  operations  and 
functionally  to  the  Group  FD,  with  full  responsibility 
for  financial  management  and  control,  budgeting, 
forecasting,  business  planning  and  the  capital 
appraisal  process. 

Developing  further  a lean,  high  quality  UK  group 
finance  team  and  providing  leadership  and 
guidance  to  the  devolved  UK  subsidiary  finance 
teams. 

Raising  the  quality  of  the  financial  analysis 
reporting  and  budgetary  processes  and  playing  a 
key  role  supporting  the  UK  management  team  in 
realising  market  opportunities  and  achieving 
substantial  efficiencies  across  the  merged  operation. 


Tel:  0171  298  9333 
Fax-  0171  298  3388 
Email:  cwaldronOspeneerstuart.com 


THE  QUAUfl  CATIONS 

m Experienced  and  mature  graduate  Accountant  with  a 
blue-chip  financial  pedigree  and  at  (east  ten  years' 
experience  acting  at  a senior  level  In  a substantial 
complex  corporate. 

■ Robust  with  superior  leadership  and  communication 
skills.  Team  player  capable  of  driving  change  in  a 
proactive  and  resource-effident  manner. 

■ Strong  commercial  focus  with  credibility  at  pk:  board 
level  Able  and  willing  to  progress  further  in  a large, 
dynamic  international  organisation. 

PowerGen  ban  Equal  Opportunities  Employer. 


Six  figure  package 
+ banking  benefits 


BARCLAYCARD 


Northampton 


Finance  Director 


bardaytardb  the  largest  VISA  oerfitord  issuer  In  Europe  with  over  9 mBmn  cards  osiKd^H  has  Mte^fite 

most  powerful  consumer  brands  and  franchises  in  the  UK  and  growing  ^r*^*F^*rrfGe<™ny.  ^ 
With  a turnover  of  c.  £20  billion,  It  contributes  significantly  to  the  Barclays  Stoup  profit 

highly  competitive  sector.  Bardaycard-s  sornegy  imJudes  stgriifkant  marketing  and  technok^  itMaOv^^ 

new  international  market  developments.  Highly  commercial  rote  as  part  of  a young  team  in  a position  which 
fySs  vacant  bwadse  of  the  promotion  of  the  current  incumbent. 

THE  ROLE  THE  QUALIFICATIONS 

■ Responsible  to  the  Managing  Director  for  financial  ■ Graduate  accountant  with  inremational  operating 
planning,  reporting  and  control  in  Bardaycard.  company  experience  in  a blue-chip  financial  or 

* ^ consumer  business.  Broad-based  financial  skills 

_ . „ ...  including  both  financial  and  management 

" DHve  Fmproved  perforrr^nce  through  elective  accounting  in  a marketing-led  environment 

budgetary  control.  Provide  leadership  to  the  ^ J _ ,.  . 

business  reengineering  programme.  Lead  the  ■ Mature  and  confident  leader  with  first-dass 
development  of  business  and  financial  strategy  interpersonal  skills  capable  of  operating  in  a fast- 

aimed  at  maximising  shareholder  value.  paced  busness.  Strong  IT  and  technology  literacy. 

■ Commercially  oriented  and  flexible.  Able  to  add  real 
Lead  and  develop  the  finance  team  of  around  100,  value  to  senior  management  team  deliberations 

building  finance  skills  across  the  company  and  using  financial  Information  to  guide  strategy  and 

re-engineering  finance  processes  around  new,  operational  initiatives.  Able  to  lead,  motivate  and 

ststeof-the-art  finance  systems.  develop  an  enthusiastic  team. 


Lead  and  develop  the  finance  team  of  around  100, 
building  finance  skills  across  the  company  and 
re-engineering  finance  processes  around  new, 
state-of-the-art  finance  systems. 


i Selector  Europe 
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Selector  Europe.  Ref.  7*8/25951-11/18. 

IS  Coniuogfit  PUtt. 

London  W2  28) 
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Tel:  0171  298  3333 
Fare  0171  298  3399 
Email:  rnwadeOspflnceratuaitxoni 
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Pleas*  reply  whh  full  details  to: 
Selector  Europe.  Ref.  DtU/223 78-2/78, 
16  Connaught  Place. 

London  W7  2ED 


Group  Finance  Director 

Venture  capital  backed , highly  successful  and  acquisitive  groups 

Cheshire  Six  Figure  Salary  + Bonus  + Equity 


Cheshire 

Our  client  is  a highly  successful  and  rapidly  growing 
venture  capital  backed  group,  which  is  on  track  to  reach 
a turnover  target  of  £25Qm  within  three  years,  via  a 
combination  of  organic  and  acquisitive  growth. 

This  highly  profitable  and  entrepreneurial  group 
comprises  a number  of  independently  managed 
operating  companies  which  share  a common  sector 
focus.  All  of  these  companies  operate  throughout  the 
UK  and  in  some  cases  have  national  branch  networks. 
Their  span  of  operations  includes  trading, 
manufacturing  and  installation. 

The  Croup  Finance  Director  will  be  highly  commercial 
in  outlook  and  in  particular  will  take  a proactive  role  in 
driving  profits  forward,  through  rhe  implementation  of 
revenue  enhancing  and  cost  reducing  actions,  at  the 
operating  level.  Other  key  tasks  in  the  role  will  include: 
* the  establishment  of  best  practice  reporting,  analysis  and 
operational  processes  within  the  finance,  administration 
and  logistics  functions  throughout  die  group; 

■ the  management  and  strategic  development  of  the 
group's  IT  function; 


GKR 


• close  liaison  with  the  group  s professional  advisors  on 
a variety-  of  financial  matters,  tanging  from  audit 
through  to  acquisitions. 

The  appointee  will  be  a graduate  qualified  accountant 
with  a proven  rrack  record  of  senior  financial 
management  at  die  £50m+  turnover,  divisional  or  group 
level.  The  successful  candidate  will  be  a commercially 
focused  individual  who  enjoys  working  in  a dynamic 
and  responsive  organisation  where  lines  of 
communication  are  short. 

In  order  ro  attract  a finance  professional  of  the  highest 
calibre,  the  remuneration  package  associated  with  this 
appointment  will  include,  a six  figure  salary,  a 
comprehensive  bonus  and  benefits  package,  and  an 
equity  stake  in  the  business. 

Please  send  a full  CV  m confidence  to  CKR  at  the 
address  Mow,  quoting  reference  number  $S$g8N  an 
both  letter  and  envelope,  and  including  details  of 
current  remuneration. 


Park  House,  6 Kfllingbcck  Drive, 

Leeds  LS14  6UF. 

Td:  01 13  248  4848.  Fax:  0!  13  248  48S2. 
E-mail:  1ccds@gkrgroap.com 


PLC  FINANCE  DIRECTOR 


BRANDED  RETAIL,  DISTRIBUTION  AND  CUSTOMER  SERVICE  BUSINESS 
NORTH  WEST  FROM  £100,000  + BONUS  + BENEFITS 


• c.SbOO  million  turnover  UK  Pic  with  2.500 
employees  operating  within  a rapidly  evolving 
consumer  facing  business  sector.  The  Group  has  a 
track  record  nf  steady  growth  in  recent  years,  both 
through  organic  development  and  acquisition. 

• An  outstanding  opportunity  for  a commercially 
oriented  finance  director  to  make  a major 
commercial  atul  strategic  input  in  order  to  drive 
the  Group  forward. 

• As  'right-hand  man'  to  the  Chief  Executive, 
hcAhe  will  have  lull  responsibility  for  ail  aspects 
of  financial  management  of  the  group  and  its 
operating  businesses,  providing  authoritative 
financial  leadership  both  internally  and  externally. 


Please  apply  In  wiumj;  quoting  reference  8022 
with  full  career  and  salary  dcuib  to. 

.Mark  MuBcn.  Wfaftcbesd  SelfctKjo 
II  HID  Screec  LmdottWlXSBB 
TeL- 0P1  290  2000  Fax:  0171  IW  2050 
E-mail:  maifc.muBewSaiuup.cnn 
«**•  Triu&ehcadKkxtkni.ca  uk 


• Graduate,  qualified  accountant.  Proven  record 
of  achievement  in  senior  level  finance  roles  in  a 
Pic  environment. 

• Ideally  with  experience  in  retail,  distribution 
or  customer  service  sectors  and  familiar  with 
working  in  a low  margin,  muhi-sue  business 
environment  with  focus  on  cost  control,  branding 
and  delivery  of  excellent  service  lords. 

• Personal  qualities  wifi  include  first  rate 
communication  skills,  energy,  enthusiasm  and 
commitment.  He/shc  will  have  a hands-on 
approach  with  the  ability  to  build  strong 
working  relationships  throughout  the  Group. 


Whitehead 

SELECTION 


A dMnat  or  V&tebod  Mm  lal. 
a (Mol  Uaaa  irfuup  Hf  nun 
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Group  Pensions  Manager 


M 4 CORRIDOR  / SALARY  INDICATOR.  FROM  £85,000 


With  unils  in  some  60  countries.  Max*.  Incorporated  e.  a global  leader 
in  cadi  of  its  major  markers  - snack  foods,  main-meal  foods,  petcarc 
products,  drinks  vending  systems  and  automated  payment  systems. 

With  success  dependent  on  the  combined  efforts  of  a talented  work- 
force. tbc  ongoing  development  of  competitive  pay.  pensions  and  benefits 
policies  continues  to  play  a key  part  in  am-acting  and  retaining  high- 
calibre  individuals. 

The  European  Treasury  and  Benefits  Crime,  based  in  Sough,  includes 
within  its  responsibility  rhe  administration  and  control  or  the  Mars 
benefits  schemes  in  the  UK.  Reporting  to  the  Centre's  Director,  the 
high-profile  rule  of  Group  Pensions  Manager  for  the  UK  will  play  a 
key  pan  in  the  development  of  Mars'  pensions  and  benefits  strategics. 

The  rule  will  he  to  ensure  that  till  of  Mars'  UK  Pensions  and  Benefits 
'themes  meet  the  changing  human  resource  needs  of  the  business  units 
in  a Cost -c (Teel ive  manner  by  providing  them  with  appropriate  advice. 
The  rule  will  also  involve  the  management  and  administration  of 
scheme*,  ensuring  that  the  plans  meet  all  Matuioty  and  regulatory 


requirements,  and  the  provision  of  training,  counselling  and  other 
services  to  the  UK  businesses. 

You  win  need  a good  degree  with  a professional  qualification.  pruhaNy 
in  the  finance  area,  and  around  five  years'  past-qualification  pensions 
experience  gained  with  Muc-chip.  best -practice  organisations.  This 
experience  will  have  included  responsibility  for.  or  exposure  to.  defined 
benefit  pension  schemes  and  other  benefits.  You  must  po»c»  a thorough 
knowledge  of  the  legal  and  regulatory  framework  for  UK  pension  plans 
and  other  retirement-benefit  provisions.  Familiarity  with  both  UK  and 
US  requirements  for  accounting  for  benefit  cuds  and  experience  of  defined 
contribution  schemes  would  also  be  advantageous. 

If  you  arc  interested,  please  telephone  our  appointed  consultant. 
Stuart  Atkinson  FCA.  «i  01 1.>  245  1212.  or  forward  your  cumprchensiw 
cv  in  confidence,  quoting  ref:  72»>.  ro  Adumvon  & Partners  Limited. 
10  Lisbon  Square.  Leeds  LSI  4LY.  Fax  til  1 3 242  WU2. 

Email-,  stuartadonuuntu  ad3msons.com 

Man  is  committed  to  cqtud-oppnnitm'f)  empAiyment  pmruen. 


* 
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FINANCIAL  CONTROLLER 


EXCELLENT  OPPORTUNITY  IN  GROUP  TREASURY  FUNCTION 


HALIFAX 


■ One  of  the  UK's  leading  hanks,  the  Halifax  has 
assets  of  over  £130  bfflion,  a customer  base  of  over 
20  million  and  almost  900  branches. 

• A key  business  sector  of  tile  Halifax  Group 
Treasury  is  expanding  hs  activities  to  create  a foil 
service  bank  treasury  and  capital  markets  division. 
Group  Treasury  works  on  a dual  site  basis  with  front 
and  middle  office  in  London  and  operations  and  finance 
in  Hali&x. 

• A key  player  in  managing  the  Halifax  based 
operation  will  be  the  Financial  Controller.  This  newly 
crested  role  repons  to  the  Group  Treasury  Ri»nce 
Director.  Responsibilities  include  managing  the  team, 
overseeing  the  production  of  statutory,  regulatory  and 
periodic  reporting,  integrating  acquisition*  into  the 
business  and  developing  the  budgetary  function  to 
toed  business  needs, 


SUBSTANTIAL  PACKAGE 


• A first  class  academic  background  and  accountancy 

qualification  will  be.  combined  wfrb  at  leas*  5 years  PQE. 
Extensive  knowledge  of  F5A  reporting  requirements  is 
essential  as  is  a full  undersanding  of  the  accounting  and 
dfodosure  requirements  uf  Treasury  Instruments. 
Familiarity  witf,  return  on  capital  ABM  and  other 
frnantaal  management  techniques  would  be  an  advantage. 

• The  role  demands  a highly  coramcraaj  and  detail 
orientated  approach,  cultural  sensitivity,  drive  and 
resilience.  Candidates  win  also  haw  excellent  - 

communication,  interpersonal  and  people  managem*™ 
skate  and  the  ability  to  operate  effectively  at  all  levels 
within  the  Group, 

• This  is  a high  profile  role  in  a successful  and 
ambitious  Group.  Future:  career  prospects  are  excellent 
for  a finance  professional  with  ambition  and  drive  who 
can  make  a positive  contribution  to  the  Organisation. 


Please  apply  In  writing  quoting  reference  ITT" 
with  full  Lancer  and  salary  deraib  to. 

Hona  MalorankL  Whitehead  Selection 

1 1 HOI  Street.  London  Wig  gBB 

Td.  Oiri  290  2054.  Fax.  0171  290  2050 
fltnaiL- Bonajnakow^kfSarmrip^ojn 
www.wtarcheufedcttton.oTuk 
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Business  Analyst 


Central  London  c £45,000  + Benefits 

SDecteMrw  ^ ^ menA3n*^ng  grtiup  ♦ implement  software  and  craln  users, 

specialising  in  various  agricultural  and  energy 

reftnlng  80,1  ♦ Establish  ana  implement  procedures  and  contorts  to 

and  ensure  minimum  sysrem/human  am*, 

merests  In  numerous  commodity  and  Industrial  acttvtues, 

group  can  offer  excellent  opportunities  to  progress.  The  successful  candidate  will  be  educated  to  degree  level. 

An  opening  has  arisen  within  the  electricity  anp  eas  preferably  with  a recognised  acccHjntfng  qualifHaacfl  end 

division  working  closely  with  their  US  Business  Analyst  fluency  In  a second  european  language. 

cuTTtetly  seconded  to  The  United  Kingdom.  You  will  provide 

the  vital  link  between  the  information  and  system  In  addition,  spreadsheet  skills  to  macro  level  and 

requirements  of  the  financial  department  aid  the  famaiartty  wrtWn  a trading  w energy  enwronrnem  are 

development  of  the  Solution.  This  Is  a front  [me  rtfe  and  it  desirable, 
rrfll  be  Important  to  build  relationships  with  marfurtJna 

teams  and  traders.  It  wIB  be  Che  Business  Analyst's  responsibility  to 

understand  current  and  potential  activities  of  the  compare 

Key  responsibilities  win  Include:  and  Translate  these  into  system  specifications  which  win 

a inrnrfuni  ■ - ■ a4hjw  Programmers  to  design  solutions-  It  Is  therefore 

fUnCtK)n  and  essential  that  you  have  the  ability  to  communicate  at  all 

levels  and  have  the  drive  to  sucwed  In  this  dynamic  and 

♦ Research  current  and  targeted  new  markets  to  identify  ambitious  company. 

Information  system  requirements. 

interested  candidates  should  send  a comprehensive 

♦ Create  functional  soedficattons  of  enhancements  which  curriculum  vitae  and  covering  tetter  indicating  why  they  feet 

are  consistent  wtth  existing  risk  management  they  are  appropriate,  to  Helen  Rode,  Michael  Page 

requirements.  Finance.  Page  House,  39*1  Parker  Street,  London 

. _ . WC28  5LN  or  fax  on  0171 831  2612.  Please  quote 

♦ ueveiop  and  execute  appropriate  tasting  of  the  software.  reference  468630.  amattr  hatenrotfe®mlchae)page.com 

Michael  Page 

FINANCE 

wwordchao43ege.wm7 

Australia  • China  -France  - Germany  • Hong  Kong  - Italy  * Netherlands  • New  Zealand  • Singapore  • Spain  • UK  • USA 
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A fluid  approach  to 
international  finance 


Thames  Water  is  the  largest  water  and  wastewater  company  in  the  UK,  but  our  scope  goes 
way  beyond  these  shores.  Our  growing  international  business  now  supplies  high  Quality  water 
services  to  twelve  mifiion  people  from  Puerto  Rfco  to  China.  But  we’re  not  just  expanding 
geographically  - we  expect  our  financial  experts  to  expand  their  horizons  too.  We  now  have 
exciting  opportunities  for  finance  professionals  to  join  this  progressive  blue-chip  company. 


Project  Finance  Opportunities 
ENegotiable  + car  + benefits 
Reading  & Singapore 

Our  flourishing  Commercial  Group  is  involved  in 
impressive  projects  from  the  Millennium  Dome  in 
the  UK  to  joint  ventures  in  Adelaide,  Australia: 
whether  based  in  the  UK  or  Singapore,  you’B  enjoy 
extensive  travel.  You'll  assess  the  financial  viability 
of  business  opportunities  from  the  broadest 
perspectives,  delivering  strategic  advantage  to 
established  timescales  and  budgets. 

With  a background  in  banking  or  accountancy, 
preferably  quafified,  you  will  have  a minimum  of 
three  years'  relevant  Project  Finance  experience. 
You  will  also  have  the  abffity  to  apply  your  highly 
developed  financial  modelling  skats  in  a business 
environment  In  this  key  business  role,  commercial 
acumen  is  vital.  A second  European  language 
would  be  an  advantage  for  the  UK  position  and  a 
knowledge  of  Mandarin  for  the  Singapore  position. 


Assistant  Treasurer 
£Negotiable  + car  + benefits 
Reading 

You  will  be  preferably  ACT 
qualified,  with  a Corporate  Treasury 
or  Banking  background,  and 
familiar  with  the  different  financial 
markets  accessed  by  an  international 
treasury  operation. 

You  will  take  a leading  role  in 
the  negotiation  of  corporate  and 
project  loan  documentation,  export, 
lease  finance  and  letters  of  credit 
This  is  a high-profile  role  requiring 
excellent  negotiating  skills.  In  a 
fast-moving  environment,  the  ability 
to  juggle  several  projects  at  once 
and  the  flexibility  to  travel  overseas 
will  make  aO  the  difference. 


COMPLIANCE  MANAGER 


RARE  AND  UNUSUAL  OPPORTUNITY  TO  BUILD  PROACTIVE  FUNCTION 


LONDON 


• A rapidly  growing  IFA  subsidiary  of  cne  of 
the  world’s  largest  accounting  organisations. 
This  subsidiary  has  a highly  collegiate 
approach  and  a need  for  world  class  support 
services. 

• Compliance  is  instrumental  in  developing  a 
best  practice  client  focused  culture  which  will 
help  the  organisation  to  achieve  its  ambitious 
business  plans.  The  compliance  function 
therefore  sits  at  the  heart  of  growth  objectives. 

• Reporting  to  the  Board,  day-to-day 
compliance  activities  will  concentrate  on 
providing  a proactive,  value  added  quality 
service  where  excellence  and  continuous 
improvement  are  the  norm. 


c.  £50,000  PACKAGE  + BENEFITS 


• Graduate  calibre,  you  will  be  registered 
with  theJPlA  or  ICAEW  to  carry  out  retail 
investment  business.  With  a thorough 
grounding  in  financial  services  you  must  have 
experience  of  devismg/im  piemen  ting  quality 
and  or  change  initiatives.  Compliance 
experience  is  desirable  but  not  essential. 

• Commercially  orientated,  you  will  have 
excellent  presentation  skills  and  the  maturity 
and  personal  credibility  to  build  relationships 
across  the  business.  Flexibility  and  tenacity  are 
pre-requisites  for  the  role. 

• This  is  a unique  opportunity  to  have  a 
direct  impact  on  the  future  development  of 
business.  Career  prospects  are  excellent 


Please  apply  in  writing  qwxiqg  reference  1756 
wiih  fuD  career  and  Salary  details  id: 

Fiona  MakowskL  Wluichcad  Selection 

1 1 HOI  Street  London  W1X  8BB 

1 U:  0171  290  2054.  Rtx:  01?!  290  2050 

? 4 s 
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Benefits  include  an  excellent  pension  scheme  and  26  days'  hoBday,  phis  superb  prospects 
for  the  future  in  a rapidly  evolving  company,  if  you  are  ready  for  a senior  role  and  a salary  to 
match,  send  your  cv  and  a covering  letter  stating  current  salary  details  to  Louise  Drabwell, 
Personnel  Consultant,  Thames  Water  Utifities,  Napier  Court  4,  c/o  Nugent  House,  Vaslem  Road, 
Reading,  Berks  RG2  8DB. 

For  more  information  about  Thames  Water,  visit  www.lhames-water.eom 


European  Business 
Analyst 


Financial  Controller 
High  Wycombe 

Excellent  Package  + Fully  Expensed  Car 


A wholly  owned  subsidiary  of  Lex  Service  PLC,  we  are  the  importer  of  Hyundai  Cars 
into  the  UK  and  have  enjoyed  spectacular  growth  over  the  last  five  years,  with  a 
turnover  circa  £250mi!lion. 

Due  to  a Group  promotion,  we  have  an  excellent  career  opportunity  for  an 
experienced  Finance  Manager  to  join  our  senior  management  team  and  enter  the 
exerting  fast  moving  automotive  sector.  Reporting  to  the  Finance  Director,  your  key 
responsibilities  will  be: 

• the  management  of  the  accounts  department 

• production  of  monthly  financial  accounts  and  information 

• production  of  all  statutory  accounting  information 

If  you  have  experience  of  running  a finance  department,  have  ambitions  to  develop 
your  skills  further,  have  a recognised  accounting  qualification  linked  to  strong  verbal 
and  written  communications  skills,  we  would  like  to  hear  from  you. 

On  offer  is  a very  competitive  salary  and  benefit  package,  which  will  ensure  that  your 
contribution  to  our  business  is  fully  rewarded. 

For  further  information  call  or  to  apply  forward  a C.V.  plus  details  of  your  currant 
package  to  our  retained  recruitment  consultant: 

Lee  Wtoingluim,^ 

74  H^taDdRoad^  Hw^fowi  HBfls,  Wdtflesotj 

Tel:  01923  835981  Faxiai  923^840780  MaiVpgui^^ 


WHEN  ALL  YOU  WANT  IS  EVERYTHING 


South  East  England 

Our  diant  is  the  European  division  of  a global 
consumer  products  company  whose  expansion  in 
recent  years  has  been  outstanding.  Annual  sales, 
world-wide,  are  now  in  the  region  of  S14  biffion.  The 
potential  for  further  growth,  both  domestically  and 
throughout  the  world,  has  never  been  greater: 
Against  this  background,  the  company  is  looking  to 
recruit  a high  caSbre  Business  Analyst  to  join  the 
European  business  finance  team. - 
The  task  Is  to  provide  business  unit  managers 
with  sound  commercial  analysis  of  existing 
operations,  to  evaluate  new  business  opportunities 
and  to  contribute  to  the  development  and 
Implementation  of  future  business  and  financial 
strategies  across  Europe. 

A graduate  quafified  accountant  or  an  MBA,  you  wi 
already  have  had  several  years'  experience  and  a 


To  £35,000  + car,  bonus  and  benefits 

record  of  achievement  within  the  business  planning 
or  financial  analysis  function  of  an  International 
manufacturing  and  marketing  organisation. 

A good  communicator,  orally  and  in  writing,  you  wfil 
have  proven  analytical  and  financial  skills,  combined 
with  the  seif-confidence  and  maturity  to  operate 
effectively  at  al  levels  of  the  organisation. 

This  is  an  excefient  career  opportunity  for  a young, 
high  potential  Individual  and  it  offers  excellent 
rewards  both  in  terms  of  professional  challenge  and 
king-term  career  progression.' 

Please  reply  In  confidence,  endoshg  a Ail  curriculum 
vitae,  current  salary  detsfis  and  quoting  reference  B2054, 
to;  Alexander  Hughes  Selection,  14  - 16  Lower  Regent 
Street,  London  SW1Y4PR 
Email:  bafdwin@ahsiondon.co.uk 


ALEXANDER  HUGHES 

SELECTION 
Aiitraiasia  Benelux  Canada  France  Barnaay  Italy  Japaa  Scandinavia  SE  Alia  Spain  UR  Ualted  Slates 


CHIEF  INTERNAL  AUDITOR 

UNITED  ARAB  EMIRATES 
An  executive  management  appointment  in 
Abu  Dhabi  affording  high  autonomy,  skiiis 
enrichment  and  lucrative  rewards  with 
one  of  the  leading  banks  in  the  UAE. 

Reporting  directly  to  the  Audit  Committee  of  the  Board  of 
directors,  and  supervising  a team  of  14,  you  wj||apPrafea 


advise  management  on  the  optimal  utilisation  of  the  bank  s 
resources.  . . 

You  will  need  : ♦ a professional  accounting  quallftcation 
♦ a minimum  of  five  years  experience  In  the  auditing  of 
financial  services  ♦ a good  knowledge  of  specific  financial 
services  areas,  Including  commercial  lending,  treasury  and 
investments,  and  Information  technology  * outstendlngabflHy 
to  interact  at  executive  management  / director  lewal  e arbeute  f 
verbal  / written  communication  skills  inEnglfeh  ♦ sround 
leadership  abilities  and  Impartial  judgement  ♦ knowledge  at 
the  standards  and  guidelines  for  protesaioral  of 

interna!  Auditing.  Possession  of  a CIA/CSA  would  be  an  advantage 

In  retwn  we  offer  an  exceptional,  fully 
remuneration  package,  Including  nccommo^Jon^educatlon 
subsidy  and  bonus,  as  well  as  assistance  with  relocation, 
please  forward  your  Curriculum  Vitae  to : 

E-Mail : g parker  @unb.co^e  or  fax :(  8712)  740391. 

Closing  date  2flth  January  1999. 

I,ig§|  i/Lt§JIaLa53*^i# 

BMP  union  national  rank 


THE  BANK  THAT  CARES 


ACCOUNT  EXECUTIVE 
- REINSURANCE 

c£25,000  - £30,000  - London  based 

Our  dfent  is  a leading  name  in  ibe  insurance  and  reinsurance  broking 
industry.  Tills  new  position  within  the  firm’s  Financial  Institutions 
Division  is  consistent  with  a policy  to  locus  an  specific  territories  which 
hove  been  identified  for  their  high  growth  potential. 

As  Account  Executive;  your  objective  will  be  to  expand  our  client’s 
business  in  die  Turkish  reinsurance  market.  This  will  involve  identifying 
and  developing  business  relationship*  with  clients  and  insurance  companies 
within  the  country,  and  working  closely  with  internal  colleagues  who 
handle  Turkish  reinsurance  business. 

A graduate  - ideally  in  business,  economics  or  a related  subject  - you 
must  be  a fluent  Turkish  speaker;  and  have  excellent  written  and  spoken 
English.  You  must  have  at  least  five  years’  experience  in  reinsurance 
covering  «D  classes  of  business,  a detailed  knowledge  of  die  l\iridsh 
insurance  market  and  an  understanding  of  the  banking  industry. 

Please  apply  with  full  CV,  quoting  re£  2274,  to  The  Response  Management 
Team,  Associates  in  Advertising  (A1A),  5 ScJohn’s  Lane,  London  ECIM  4BH, 
Applications  wlfl  be  forwarded  id  this  client  only.  However  please 
indicate  any  organisation  to  whom  your  details  should  not  be  sene. 


les  Echos 

Le^otStSorderEconooh* 

The  FT  can  help 
you  reach 
additional  business 
readers  in  France. 
Chir  link  with  the 
French  business 
newspaper,  Les 
Echos,  gives  you  a 
unique  recruitment 
advertising  ' 1 
opportunity  to 
capitalise  on  the 
FTs  European 
readership  and  to 
further  target  the 
French  business 
world. 

For  information  on 
rates  and  further 
details  please 
telephone: 

Karl  Loynton  on 
+44  171  873  3694 


CUCL 


EXECUTIVES 

Don't  wait  for  a job  to  find  you 


Successful  job  seekers  know  that  DIRECT  RESUME  MAILING 
is  the  most  effective  way  to  gain  rapid  exposure  to 
unadvertised  positions. 


kllfMTO 


>VP  $11SK-  "Wanting  to  explore  new  opportunities,  1 
contacted  JDM.  I mailed  my  campaign  on  11/1 8/98  - 
received  23  calls  and  8 offers  - started  my  new  job  on 
MM99  for  $200K+r 

>CFO  - Started  job  within  29  days  of  mailing  for  $185 K. 

Using  our  database  of  10M+  you  select  the  companies, 
executive  search  or  VC  firms  you  want  to  reach.  We  will 
professionally  prepare  and  print  your  resume,  letter  and 
envelope  personally  addressed  to  a key  exec. 

FREE  Info  Packet  & „tr IT-Yi 

FREE  Marketability  Analysis 

800-252-0707 

or  fox  yooe  resume  to:  516-872-8803  ...  TT„— 
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HR  MARKETING  & COMMUNICATIONS 


GROUP  FINANCIAL/ 
BUSINESS  ADVISOR 

INTERNATIONAL  BANKING  - CITY 

PACKAGE  c£60-70,000 

This  large  and  gemindy  international  banking  group  seeks  a talented 
SKOJrtant  or  MBA  to  advise  senior  Group  management.  Wortong  as  part  of 
a spedaist  team  wttdn  the  central  finance  department,  key  tasks  wi  include; 
• HSgoraus  anaysfe  of  business  performance  aid  comparison  with  strategic 
objectives  on  behaH  ci  the  CftM  Executive 
* Participation  in  the  Soto’s  planning  process 
• Appraisal  of  Saras  capital  perfects  montoring  substxjjott  precress 
■ Internal  ccxisuRancy,  indudhg  assisting  senior  management  Wtti  profit  improvement 
intertres  and  enharring  the  perfamance  measurement  capahffiies. 

You  vril  ifeally  offer  eight  to  twelve  years’  experience  in  the  accomtirtg  profession, 
consulting,  financial  services  or  postitfy  the  large  corporate  sector.  The  proflte  ol  the 
role  vfl  be  htyi  and  the  jobholder  should  be  seen  as  pwt  of  the  next  generation  of  top 
management  Rapid  advancement  utfi  a significant  performance  related  increase  in 
earnings  is  antidpated.  Soma  international  trad  wB  be  required 

ffyra  are  kftarartad  plow  irte  to  confidence,  ondoangM  career  and  ntay 
details,  to  Helen  Fogg  at  Hatay  Censtefcg,  Prince  tapert  House,  64  Queer  Street 
London  E04R  MIX  Fare  0171 489 1556.  &<nat  telwyxaradhiitWflntonrttoem 


Hwimi 


Add  to 
your 
numbers 


Junior  Accountancy  Appointments  in  the  FT. 

Includes  Bursars,  Financial  Managers, 
Financial  Controllers  and  Financial  Directors. 

For  more  information  on  advertising  OpfWrfunrtics  please  call: 

Tel:  +44  171  S73  4008  Fax:  i-44  171  873  4331 
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KPMG 


IS  Strategy  Programme  Manager 

• City 

• to  £75,000  + car 


Our  client  is  one  or  (be  most  prestigious  organisations 
in  the  Lloyd's  market  A recent  merger  has  given  them 
an  unrivalled  asset  base  for  future  expansion.  IS  is 
critical  to  their  business  and  (bey  now  need  to 
develop  an  appropriate  strategy  to  help  drive  the  business 
forward. 

Reporting  directly  to  (be  Head  of  IS,  the  Programme 
Manager  will  have  responsibility  for  overseeing  a complete 
evaluation  of  the  information  requirements  of 
the  newly  formed  group  and  its  strategy.  He  or  she 
will  be  responsible  for  managing  large  scale  change 
management  programmes  which  will  include  people, 
process  and  technology  issues  as  well  as  supporting  systems 
projects. 


KPMG  Selection  & Search 


Suitable  candidates  will  be  of  graduate  calibre  and  have  the 
strength  of  personality  and  inter-personal  skills  to  persuade 
users  of  the  benefits  of  change.  With  a minimum  of  five 
years  experience  within  die  financial  services  sector,  he/she 
will  have  a proven  track  record  in  a structured  environment, 
including  at  least  one  major  change  management 
programme.  Experience  of  die  insurance  market,  ideally 
including  Lloyd's,  is  preferable  but  not  a prerequisite. 

Interested  candidates  should  apply  in  writing  with 
full  career  details  including  salary,  and  where 
possible  a daytime  telephone  number  quoting 
the  reference  F MS  06 12  to  Gerard  Moore, 
KPMG  Selection  & Search.  1*2  Dorset  Rise,  London 

EC4Y  8AE  or  e-mail  him  on  gerardjmoore@kpingxomk 


Career 


Opportunities 
in  Consulting 
for 

Project  Managers 
Business  Analysts 
Technical  Architects 


IT  BANKING 


. ^tablished  consultancy  firm,  delivering  quafity 

Our  client  is  a well  hSe; Sdfinanda)  institutions. 

professional  sendees  and  ^porluntties  ftr  Consumms  and  Jon* 

contribute  tb. 

AB  positions  require  experience  of  one  or  more  of  *e  following: 

■ Treasury  and  Capital  Markets 

■ Risk  Management 

■ Middleware 

m Back  Office  and  Settlement  Systems 

■ Derivatives  and  Faed  Income 

■ Financial  Software  Development. 

'rtw  must  have: 

■i  At  least  2 years’  experience  of  IT  banking 

■ Good  interpersonal  skills  to  develop  client  relationships 

■ The  ability  to  p lan  and  manage  your  own  work 

■ A pragmatic  approach  to  problem  solving 

■ An  all-round  positive  attitude 

recognised,  encouraged  and  rewarded.  ^ _ 

your  CV to  Aten  Summsro.  quobng  Sun 

Limited,  Uoyds  Avenue  House.  6 Uoyds  Avenue.  London  EC3N  jAX.  Tel.  0171  aai  uu. 
email:  SHConsufteaol.com 


I 


■‘Sr.r 
£ t. 

v-  *■/**(? 
t.  it 

. . •. 

■ *■>*, 


GLOBAL  INVESTMENT  BANK 

FIXED  INCOME  AND  EQUITY  DERIVATIVES 
RISK  MANAGEMENT 


CITY 


(Our  client  is  one  of  the  world’s  foremast 
r global  investment  bonks  with  a strong 
{reputation  for  leadership  in  financial  product 
I development  and  technological  innovation, 
i They  are  now  necking  to  recruit  a small 
;numbcr  of  highly  talented  quantitative 
t analysts  and  quantitative  developers  to  join 
tlhis  front  office  group.  The  group  is  a 
n stimulating  mix  of  quantitative  analysts  and 
c quantitative  developers  sitting  side  by  side 
cthc  muling  and  sales  desks  developing. 
■(  enhancing  and  integrating  trading  and 
[ market  risk  models. 

fAn  excellent  science/mathematics 
l background  is  required  and  should  include  a 
] 1 st  or  2. 1 honours  degree  from  u 


top-tier  university  ideally  with  a high  degree 
and  preferably  a minimum  of  six  months 
financial  experience.  Fes*  both  roles,  hands-on 
computing  experience  is  required  including 
for  example  C.  C++.  VisuaIC++.  Visual  Basic. 
Excel  etc.  Enthusiasm  will  be  a distinct 
advantage. 

Remuneration  packages  a re  excellent  and 
include  a substantial  bonus  and  benefits 
package. 

In  the  strictest  confidence,  please  send  a full 
CV  to  Craig  Millar  at  Miliar  Associates,  6 
Sloone  Street.  Knightsbridge.  London  SWIX 
9LE.  Please  quote  reference  no.  FID601. 
_Td:  0171  823  2232.  Fax:  017!  823  2208. 
EmafcmiliaiasHxriaies^sw  I .telme.com 


Millar  Associates 

INTERNATIONAL  SEARCH  6 SELECTION 


employees© 

your.fingertips 


IT  Appointments  in  the  FT. 

For  more  information  on  ;idvertisini;  opportunities 
please  call: 

Tel:  *44  171  S73  3351  Fox:  -44  171  873  4331 


E-BUSINESS  SOLUTION  SALES 
AND  ACCOUNT  MANAGEMENT 
IN  THE  FINANCIAL  SECTOR 

Salary:  To  £65K  0.T.E 

Nettec  PLC  is  an  acquisitive  and  rapidly 
expanding  Internet  solutions  company  based  in 
Central  London.  Our  Financial  Services  Practice 
urgently  needs  an  Account  Director  or  Manager 
(according  to  experience)  with  a background  in 
the  London  financial  sector.  Ideal  candidates  will 
have  an  understanding  of  Internet  or  client-server 
solutions.  For  more  details  of  this  role,  see 
http*y/www.jobs.nettec.neL  Please  email  your  CV 
in  confidence  to  us  at  fs@nettec.net 
or  fax  0171  5149555. 


BANKING  FINANCE  & GENERAL  APPOINTMENTS 


CLIENT  SERVICING 
-FIXED  INCOME 


MARKETING 


DERIVATIVES 


RISK 

MANAGEMENT 


Interested  m any  of  the  above  positions 
and  want  to  become  part  of  the  world's 
largest  and  most  successful  financial  services 
organisations?  Then  the  Asset  Management 
division  of  HSBC  would  like  to  hear  from 
you.  Please  send  foil  details  to  M Goulet. 
6 Sevis  Marks,  London  EC3A  7QP,  internet 
recruitment@hsbcam.com  or  fax  0171  33S  5775 


HSBC<X> 


r tiitfti  u HMr.n  m.  stitViLT* 


AMERICAN 

EXPRESS 

BANK 

Investment  Specialist 
Global  Equity 

We  are  a leading  international  financial  services  company  seeking  an 
investment  specialist  to  manage  global  equity  portfolios  for  high  net  worth 
clients. 

The  role  involves  the  education  of  relationship  managers,  dosing  deals  with 
clients  and  acting  as  product  champion,  as  well  as  working  on  asset 
allocation  and  liaison  between  the  asset  management  and  private  banking 
divisions  of  the  company. 

Suitable  candidates  should  have  over  10  years  experience  in  the  finanrial 
sector,  combining  relevant  global  investment  management,  trading  and  sales 
experience-  Preference  will  be  given  to  those  with  a masters  level 
qualification  in  international  business  and  a working  knowledge  of  at  least  2 
Asian  languages. 

Flense  reply  In  confidence  enclosing  your  CV  and  current  compensation  details 
to:  Heather  Davies,  Head  of  HR,  American  Express  Asset  Management, 
Dash  wood  House,  llth  floor,  69  Old  Broad  Street,  London  EC2M  IQS. 


SCHWEIZERISCHE  NAT10NALBANK 
BANQUENATIONALE  SUISSE 
BANCANAZIONALE  SVIZZERA 
BANCA  NAZIUNALA  SVIZRA  * 

Would  you  like  to  work  independently  as  a member  of 
a small  professional  team? 

We  are  seeking  an 

Economist 

to  complement  the  research  team  in  our  Economic 
Studies  Section. 

In  this  function  you  will  deal  - on  an  academic  level  - 
with  projects  on  macroeconomic  issues  relating  to 
monetary  policy.  We  expect  you  to  be  proficient  in 
writing  reports  and  papers;  you  will  also  advise  your 
superiors  in  the  conceptual  planning  and  practical 
implementation  of  Swiss  monetary  policy.  There  will  be 
opportunities  of  representing  the  Swiss  National  Bank 
at  various  international  organisations  (BIS,  OECD, 
etc.).  You  will  also  be  able  to  present  the  result  of  your 
own  research  in  academic  circles  and  at  international 
conferences. 

You  have  completed  your  university  studies  with  a 
doctorate.  A small  selection  of  publications  or  a stay  at 
a North  American  university  would  be  an  advantage. 

If  this  challenging  position  appeals  to  you  and  you  hold 
Swiss  citizenship,  as  prescribed  by  law,  you  are  invited 
to  submit  your  application,  complete  with  supporting 
documents,  to: 

BANQUE  NATIONALS  SUISSE 
Personnel  Department,  Ms  Celia  Rufer 
Borsenstrasse  15,  P.6.  Box 
CH-8022  Zurich 
Tel.  +41 1 631  11 11 
www.snb.ch 


JSL 
fes  Echos 


The  FT  can  help 
you  reach  ’ 
additional  business 
readers  in  France. 
Our  link  with  the 
French  business 

9 

newspaper,  Les 
Echos,  gives  you  a 
unique  recruitment 
advertising 
opportunity  to 
capitalise  on  die 
FTs  European 
readership  and  to 
further  target  the 
French  business 
world. 

For  information  on 
rates  and  further 
details  please 

I 

telephone: 

Karl  Loynton  on 
+44  171  873  3694 


PICTET  & C,E 
BANQUIERS 


seeks  a 


CREDIT  RISK  PORTFOLIO  MANAGER 

for  the  Pictet  Asset  Management  Department  in  Geneva 

The  Position 

We  are  looking  for  an  experienced  credit  risk  portfolio  manager  to  join  our 
institutional  fixed-income  team  based  in  Geneva.  Responsibilities  will  include 
the  analysis  and  selection  of  bonds  within  the  G10  countries,  and  especially 
within  the  Investment  Grade  category.  You  will  manage  the  portfolio's  expo- 
sure to  credit  risk  dynamically,  by  using  inputs  of  our  research  group  follo- 
wing a structured  investment  process. 

Qualifications 

You  must  have  an  excellent  academic  record  and  in-depth  knowledge  of  credit 
analysis  and  fixed-income  products.  You  should  have  at  least  5 years  experience 
in  credit  analysis  or  in  portfolio  management  gained  in  a financial  institution  or 
an  asset  management  company.  You  should  have  practical  experience  in  the  cre- 
dit markets  as  well  as  sound  theoretical  and  practical  knowledge  of  credit  risk 
measurement  techniques.  You  should  be  able  to  operate  within  an  international 
environment  and  have  good  communication  skills.  Fluency  in  English  and  the 
ability  to  communicate  in  French  is  required,  German  would  be  an  advantage. 

Pictet  & Cie  is  a bank  specialised  in  institutional  and  private  asset  management 
for  an  international  client  base.  With  funds  exceeding  100  billion  Swiss  francs 
and  over  1,000  staff,  Pictet  & Cie  Is  the  largest  Swiss  private  bank  and  one  of 
the  leading  asset  managers  in  Europe. 

We  are  offering  a varied  and  interesting  position  within  a young  and  dynamic 
team,  as  well  as  an  excellent  benefits  package. 

Interested  applicants  should  send  their  resume,  a cover  letter  and  a passoort 
photCkto  the  following  address: 

Pictet  & Cie 
Chef  du  Personnel 
Case  postale  5130 
1211  Gen&ve  11 

Gen£ve  - Lausanne  - Zurich  - Luxembourg  - Londres 
Montreal  - Vancouver  - Nassau  - Sincapour  - Tokyo  - Hong  Kong 


A major  London  international  derivatives  broker 
. . actively  seeks  self  motivated  individual  to  head  a 
0 £-'K7  team.  : ■ 

. . C%<iidates  will  probably  be  currently  active 

£ as  either  principal  or  broker.  v ; J :- 

S^iory  and  benefits  will  be  commensurate 

T'  ^v:  ::’'  r;v:pfeaBe«pty  in  confidence  to 

^ T;!>  _ ? Financial  Times, 

s-:  •,  °4e  Southwark  Bridge,  London  SE1  9HL 
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At  home  in  the 
city  of  Bach 

Andrew  Clark  meets  the  conductor  Herbert  Blomstedt  as  he 
taKes  up  nis  appointment  at  Leipzig’s  Gewandhaus  Orchestra 

UfK®  JJ®  P<2ejrs  adoraing  result  is  not  quite  as  da  ant- 
backstage  corridors  at  the  ing  as  some  fftanpri 
Leipzig  Gewandhaus  is  a lef-  True,  the  payroll  has 

dropped  and  ticket  prices 
have  risen  - bat  nothing  like 
as  dramatically  as  elsewhere 


tover  from  last  year's  Bach 
week.  “Immer  nur  BachJf?)" 
(Always  only  Bach)  it  pro- 
claims, somewhat  quizzically 
above  a series  of  pro- 
grammes pairing  Bach  with 
Reger,  Bach  with  John  Cage, 
Bach  with  Helmut  Lacher> 
mann.  Bach  with  George 
Crumb- 

Glance  through  the  1993-99 
season  brochure  and  you’ll 
- notice  that  the  city  of  Bach 
is  widening  its  horizons  in 
other  ways.  The  Gewan- 
dhaus Orchestra  has 
appointed  a non-German, 
Herbert  Blomstedt,  as  its 
kapellmeister.  Honegger, 
Nielsen  and  Boulez  have 
been  granted  equal  billing 
with  Mendelssohn,  Bruckner 
and  other  “house  gods”.  The 
orchestra's  home,  named 
after  the  Cloth  Hall  where  it 
first  gave  concerts  more 
than  200  years  ago,  has 
begun  to  advertise  itself  as  a 
venue  for  downmarket  com- 
mercial promotions. 

A decade  ago,  all  this 
would  have  been  heresy. 
Communism  shielded  the 
Gewandhaus  from  market 
forces,  but  it  also  denied 
Leipzig  the  external  Influ- 
ences that  nourish  and 
enrich  a tradition:  breadth  of 
repertoire,  high-calibre  guest 
artists,  contact  with  interna- 
tional musical  trends, 
healthy  competition.  The 
Gewandhaus  has  adapted 
slowly  and  reluctantly  to  the 
post-Communist  era,  and  the 


same  age  as  his  predecessor, 
Kurt  Masur,  and  nothing 
like  as  charismatic.  But  as 
anyone  familiar  with  Blom- 
stedt’s  decade  with  the  San 

..  , — — Francisco  Symphony  will 

in  the  former  East  Germany^  know,  he  has  hidden 
The  orchestra  itself  has  strengths,  principal  among 


changed  little.  It  stm  plays 
Bach  every  Saturday  in  the 
Thomaskircbe,  it  still 


He  may  not  be  a 
man  of  surprises, 
but  he  is  the  right 
man  for  Leipzig 


divides  Its  time  between  con- 
cert and  opera.  It  sounds 
much  as  it  always  did:  homo- 
geneous in  sound,  mellow  in 
articulation,  delicate  in 
string  tone,  with  a corporate 
musical! ty  that  is  the  oppo- 
site of  brassy  or  soloistic. 

No  one  has  left  in  search 
of  higher  wages  elsewhere. 
Although  a few  west  Ger- 
mans and  foreigners  have 
joined,  the  Gewandhaus  con- 
tinues to  draw  most  of  its 
personnel  from  its  own 
musk  academy,  so  that  each 
new  generation  is  reared  in 
the  tradition  of  the  old.  So 
why  did  the  orchestra  nomi- 
nate a Swede  as  its  18th 
kapellmeister,  successor  to 
such  illustrious  names  as 
NUrisch,  Furtw angler  and 
Konwitschny?  At  first 
glance,  Blomstedt  was  a 
curious  choice.  He  is  the 


them  being  his  consistency, 
his  orchestra-building  skills, 
and  his  quiet  authority  in 
the  AustroGerman  classics 
- the  heart  of  the  Gewan- 
dhaus repertoire. 

The  Gewandhaus  was  not 
in  the  mood  for  experiment 
Although  Masur  had  fought 
long  and  hard  for  the  orches- 
tra, his  last  years  in  Leipzig 
were  not  happy.  He  resigned 
in  1996,  before  his  contract 
ended,  leaving  the  Gewan- 
dhaus leaderless  for  two 
years.  That  left  its  mark  on 
playing  standards,  and 
weakened  the  orchestra’s 
power-base. 

Blomstedt  is  sufficiently 
well-known  in  Saxony  to 
count  as  an  honorary  Ger- 
man. Before  San  Francisco, 
he  spent  10  years  as  princi- 
pal conductor  of  the  Dresden 
StaatskapeUe.  His  integrity 
impressed  musicians  and 
audiences  then,  much  as  it 
does  today.  With  35  Leipzig 
concerts  to  conduct  each  sea- 
son (and  more  on  tour). 
Blomstedt  is  no  jet-setter.  He 
takes  his  responsibilities 
with  the  same  seriousness  as 
conductors  of  old,  and  evi- 
dently with  a lot  more  plea- 
sure. He  may  not  be  a man 
of  surprises,  but  he  is  the 
right  man  for  Leipzig. 

He  has  imported  a 


THE  ARTS 


It's  a privilege  to  be  part  of  Leipzig's  musical  tradition':  the  Gewandhaus1#  new  fcapcflmefatcr.  Herbert  Btomstedt 


dynamic  young  manager 
from  the  Schleswig-Holstein 
festival,  and  rearranged  the 
orchestra's  seating  to  its  pre- 
1960s  configuration  (violins 
to  left  and  right  of  the 
podium,  cellos  and  basses 
next  to  first  violins).  Mozart, 
Haydn  and  Mahler,  all  com- 
paratively neglected  by 
Masur,  are  back  in  favour;  so 
are  non-German  composers 
who,  because  of  the  cost  of 
hiring  orchestral  parts  in  the 
Communist  era,  simply  were 
not  played. 

Recalling  his  Dresden 
experiences,  Blomstedt  says 
one  performance  of  Daphnis 
et  Chios  would  bave  emptied 


the  orchestra's  purse  Tor  an 
entire  season.  “The  authori- 
ties wanted  to  show  they 
had  the  best  - but  in  reality 
it  was  a prison,  and  the 
orchestras  had  to  survive  on 
their  own.  The  reason  Leip- 
zig and  Dresden  were  so 
great  historically  was  that 
they  guarded  their  tradition 
against  influences  they 
didn't  want,  but  at  the  same 
time  had  access  to  influ- 
ences they  did  want  After 
1933,  it  was  no  longer  possi- 
ble to  get  the  breadth  of 
influences  they  needed.  It's 
amazing  they  maintained 
such  high  standards  for  so 
long." 


Although  money  Is  still 
tight,  Blomstedt  wants  the 
Gewandhaus  to  open  its 
doors  to  the  best  the  world 
can  offer.  Alfred  Brendel. 
Evgeny  Kissin.  Yo-Yo  Ma 
and  Jessye  Norman  are 
among  this  season's  soloists. 
Yuri  Bashmet  will  play 
Gubaidulina's  Offertorium, 
Daniel  Harding  will  conduct 
Boulez's  Notations. 

Blomstedt  is  already  more 
at  ease  in  Leipzig  than  he 
ever  was  in  San  Francisco, 
where  his  ascetic  lifestyle 
seemed  at  odds  with  the 
city's  libertarian  ethos.  He 
recalls  with  a wry  smile  the 
occasion  when  someone  on 


the  San  Francisco  pro- 
gramme committee  proposed 
a 10-year  moratorium  on 
Beethoven  performances. 
"Of  course,  you'd  never  have 
that  in  Germany.  One  of  the 
joys  of  working  here  is  that 
the  music  I consider  to  be 
the  greatest  is  their  music. 
When  1 play  Beethoven,  I’m 
sharing  it  with  people  to 
whom  it  belongs,  culturally 
and  geographically.  Leipzig 
is  where  Bach  worked  every 
day,  where  Sc  hi  Her  wrote  his 
Ode  to  Joy.  There  are  so 
many  connections  - it's  a 
privilege  to  he  part  of  it.” 

It  is  just  as  much  a respon- 
sibility. Among  the  contrac- 


tual duties  of  the  Gewan- 
dhaus kapellmeister  is  the 
cultivation  of  Bach  playing. 
But  the  Bach  tradition  Blam- 
stedt  inherited  was  “little 
more  than  treading  the  min, 
carrying  on  what  was  done 
in  the  1920s”;  and  Bach  was 
reserved  for  the  Thomas- 
kirche.  That  is  changing.  On 
a recent  tour  of  France, 
Blomstedt  took  Bach's  sec- 
ond orchestra]  suite  - a 
piece  the  Gewandhaus  did 
not  previously  have  in  its 
repertoire.  And  be  is  clearly 
tickled  by  the  scope  for  pro- 
gramme links  with  Mendels- 
sohn, Reger  and  other  Leip- 
zig composers  influenced  by 
Bach. 

Blomstedt's  interest  in  the 
baroque  is  not  new.  Indeed, 
he  describes  Bach  as  his  first 
love.  At  school,  he  used  the 
suites  and  partitas  for  violin 
practice;  os  a student  musi- 
cologist in  the  1950s,  he 
immersed  himself  in  baroque 
performance  practice,  long 
before  it  became  fashionable; 
and  for  his  conducting  debut 
with  the  Royal  Stockholm 
Philharmonic,  he  chose  a 
Bach  suite,  suitably  cleansed 
of  corrupt  markings. 

Working  with  big  sym- 
phony orchestras  in  the 
intervening  40  years  may 
have  put  Blomstedt's  Bach 
on  ice.  but  it  has  not 
dimmed  his  Interest  in 
period  style.  So  when  the 
original-instrument  Orches- 
tra of  the  Age  of  Enlighten- 
ment invited  him  to  work 
with  them,  the  answer  was 
yes.  The  outcome  is  that 
Blomstedt  - who  is  very 
choosy  about  guest  engage- 
ments - will  make  a rare 
London  appearance  next 
Tuesday  at  the  Queen  Eliza- 
beth Hall,  conducting  the 
OAE  in  Schubert  and 
Brahms.  Let's  hope  that 
when  he  returns  in  October 
for  his  first  UK  concerts 
with  the  Gewandhaus,  we'll 
he  allowed  a progress  report 
on  Leipzig's  Bach. 


0RTFGUO  MANAGER 


A star  who  fails  to 
shine  in  Stratford 


THEATRE 

MAS TAIRMA^AY^ 

The  Winter's  Tate 
RSC,  Stratford-upoo-Awn 


-Hie  most  newsworthy  feature  of 
the  Royal  Shakespeare-  Compa- 
ny's new  production  of  The  win- 
ter's Tale  is  that  the  star  actor 
Antony  Sher  plays  the  jealous 
tyrant  Leontes.  Originally  he  was 
due  to  play  both  that  role  and  the 
clown/knave  Autolycus,  a rare 
double-act  In  the  event  however. 
Sher  proves  the  largest  of  the 
production's  three  disappoint- 
ments. 

The  best  news  about  this  stag- 
ing proves  to  be  its  least  news- 
worthy feature:  namely,  that 
Gregory  Doran,  directing,  gives 
us  an  honest  serious,  and  unrad- 
ical account  of  the  play,  in  which 
the  RSC  delivers  excellent  ensem- 
ble playing,  amid  which  two  of 
the  three  female  roles  are  played 
with  great  distinction. 

Doran  and  his  designer,  Robert 
Jones,  set  the  play  somewhere 
before  and  alter  the  first  world 
war.  Although  this  casts  no  par- 
ticular illumination  - Shake- 
speare seems  to  have  had  some 
ancient-to-medieval  era  in  mind  - 
most  of  the  cast  make  its  every 
detail  become  organic.  The  heavy 
bustles  worn  by  Leontes 's  wife 
Herxnione  and  her  ladies,  an  elab- 
orate stole  she  employs,  a 78rpm 
gramophone:  these  and  other  un- 
Shakespearian  properties  become 
part  of  the  fibre  of  the  play 
because  they  are  so  naturally  and 


expressively  handled  here. 

The  Bohemian  Idyll  in  the  sec- 
ond half  is  a perfect  contrast  to 
the  previous,  formal  court  scenes 
in  Sicilia;  and  the  idyll  would  be 
utterly  engaging  were  it  not  for 
three  things.  One:  as  so  often 
with  the  RSC  today,  accents  are 
afl  over  the  place.  The  Old  Shep- 
herd ta TVs  Irish,  His  SOU  tj»TVs 
MummerseL  Two:  Perdita  is 
played  as  a coarse  hoyden  by 
Emily  Brtmi,  so  that  it  is  impossi- 
ble to  believe  those  characters 
who  see  in  her  the  grace  of  royal 
bloodlines.  Three:  Autolycus,  as 
usual  in  recent  British  produc- 
tions, is  played  without  charm  by 
Ian  Hughes  On  a Welsh  accent). 
Nonetheless,  this  whole  episode 
has  vitality  and  colour,  and  the 
young  actors  cast  as  Florizel 
(Ryan  McClusksy)  and  the  Young 
Shepherd  (Christopher  Brand) 
bring  charm  and  sweetness  to  it. 

At  the  Sicilian  court,  we 
encounter  the  two  finest  perfor- 
mances of  the  production:  Alex- 
andra Gilbreath  as  Hermicme  and 
Estelle  Kohler  as  Paulina.  The 
keenness  of  Gilbreath's  attention 
to  other  characters,  the  radiance 
of  her  presence,  the  spontaneity 
and  intelligence  with  which  she 
utters  every  word:  these  light  up 
the  role  and  the  play.  If  only  she 
learnt  how  to  breathe  deeply  and 
to  enrich  her  voice  with  a greater 
security  of  lung  power  and 
proper  control  of  inflection,  she 
could  become  a 10  times  greater 

- or  rather  10  times  less  limited 

- actress.  And  Kohler  catches  at 
once,  without  any  hint  of  exag- 
geration, the  vehement  moral 


Outshone:  Antony  Sher  (right)  with  Alexandra  Gflbraath,  who  turns  bi  the  frwst  performance  Robbie  Jack 


urgency  which  distinguishes  the 
role  of  Paulina.  With  both  of 
these  actresses,  we  travel  real 
journeys  of  the  spirit  with  Her- 
mlonfi/Gflbreath,  a journey  oT  suf- 
fering innocence  and  of  endur- 
ance; with  Kohler,  a journey  of 
sympathy  and  of  time’s  depreda- 
tions. 

Sher,  however,  gives  (as  usual) 
a performance  that  is  all  impres- 
sive surface  without  depth,  and 
we  travel  nowhere  with  him. 
Even  though  this  is  one  of  his 
most  deliberately  restrained  per- 
formances, with  whole  sections 


delivered  between  piano  and  pia- 
nissimo, his  ading  remains  of  the 
flashy  kind  beloved  of  all  too 
many  British  critics  and  specta- 
tors, and  here  he  delivers  certain 
stunts  that  are  both  characteris- 
tic and  irritating:  the  big  apoplec- 
tic fell  backwards  (you  can  see 
him  preparing  for  it)  is  merely 
the  most  obvious.  When  Her- 
mione  and  Polixenes  handle  her 
stole,  they  deepen  our  under- 
standing of  their  characters;  but 
when  thiB  Leontes  smokes,  or 
manipulates  a handkerchief,  he 
merely  draws  attention  to  his  act- 


ing technique.  To  make  matters 
worse,  he  and  Autolycus  are  the 
only  characters  who  are  audibly 
amplified  and  are  persistently 
trailed  by  two  follow-spotlights. 
When  Hermione/Gilbreath  says: 
“My  life  stands  in  the  level  of 
your  dreams",  she  lights  up 
Shakespeare  anew;  when 
Leontes/Sher  replies  “Your 
actions  are  my  dreams”,  (stress- 
ing unhelpfully  the  nouns  rather 
than  the  verb),  he  delivers  a dis- 
play of  his  vocal  artfulness.  This 
Winter’s  Tale  shines  best  when 
its  star  actor  is  not  involved. 


MUSIC  IN  LONDON  DEMIDENKO  / KENNER 

Surprising  Chopin 


All-Chopin  recitals  should  be 
either  on  a salon-scale,  as  Cho- 
pin's own  recitals  almost  always 
were,  or  else  performed  in  a big- 
ger hall  with  broad  authority  - 
which  Is  rare.  Too  many  pianists 
overestimate  the  charm  of  their 
special  ways  with  that 
supremely  pianistic  composer. 
Rather  sooner  than  later,  their 
special  ways  get  in  the  way. 

That  was  what  happened  with 
Evgeny  Kissin  last  month  at  the 
Wlgmore  Hall.  Many  of  the  34 
Preludes  were  reduced  to  the 
scale  of  his  digital  finesse.  So  I 
looked  forward  to  Nikolai  Demi- 
denko’s  account  of  the  Preludes 
last  Monday,  expecting  it  to  be 
chilly  but  impressive,  in  a BBC 
lunchtime  recital  from  the  same 
hall;  but  something  was  wrong. 
The  first  15  preludes  were  unvar- 
yingly temperate  and  sober,  even 
doun  no  lift,  no  rays  of  bright- 
ness, no  sudden  intimacies. 

Then,  quite  suddenly,  the 
B-flat  minor  prelude  came  apart 
under  Demidenko’s  hands;  and 
in  five  of  the  remaining  pieces 
there  were  continual  lapses.  I 
suspect  that  the  poor  man  was 
either  coming  down  with  Hu  or 
only  half-recovered  from  it.  In 
the  circumstances,  reporting  on 
his  truly  weird  versions  of  three 
Rakhmaninov  Etudes-  Tableaux, 
with  more  distracted  lapses, 
would  be  out  of  place. 

The  previous  night,  however, 
bad  Kevin  Kenner  playing  only 
Chopin,  and  that  was  a great  and 
unexpected  delight.  Unexpected, 
because  so  few  of  us  here  know 
anything  about  him;  in  feet  this 
American  pianist  won  the  1990 


Chopin  Competition  In  Warsaw  - 
no  mean  feat  for  a westerner  - 
and  several  other  awards,  and 
pursues  a lively  international 
career.  So  far,  however,  Kenner 
has  barely  touched  down  in  Lon- 
don. 

Not  a*  showy  performer,  he 
proved  nonetheless  to  be  a Cho- 
pin player  of  grace,  subtle  vari- 
ety and  strength,  with  a mature 
grasp  of  dramatic  structure  and 
proportion:  in  short,  a grown-up 
musician  nearing  his  peak.  It 
was  pure  pleasure  to  hear  him 
artfully  languishing  in  the 
C-sharp  minor  Prelude,  and  then 
finding  a distinct,  incisive  char- 
acter for  each  of  the  four  Scherzi 
- always  faithful  to  the  text,  but 
always  fresh,  too. 

In  his  second  half  the  late 
E-flat  Nocturne  mooned  and 
sang,  in  ahnost-vocal  duet,  with 
unstinting  decadence,  and  three 
late  Mazurkas  were  treated  to 
fascinating  lights.  A quibble:  I 
missed  the  second-beat  lifts 
which  should  always  distinguish 
Chopin’s  mazurkas  from  his 
valses,  lending  them  a quite  spe- 
cific kind  of  rhythmic  life.  Ken- 
ner’s were  a bit  spectral,  losing 
that  Identifying  kick. 

Then,  however,  he  addressed 
the  Second  Sonata  with  vibrant 
attack  and  keen  intelligence,  and 
some  properly  sounded  depths: 
“018581081”  and  magisterially 
rounded;  indeed,  it  was  a 
roundly  satisfying  performance. 
I look  forward  to  hearing  a lot 
more  of  Kenner. 

David  Murray 
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INTERNATIONAL 

Arts 

Guide 

f AMSTERDAM 

EXHIBITION 
F&jksmusetmi 
Tet  31-20-673  2121 
The  Festival  of  Lithography: 
celebration  of  the  200th 
anniversary  of  the  discovery  of 
lithography.  The  exhibition 
consists  of  works  from  the 
collection,  including  lithographs 
by  Toulouse-Lautrec,  works  by 
Cezanne,  Manet  and  Dutch 
artists  Including  Van  Gogh;  to 
Jan  10 


CHICAGO 

EXHIBITION 

Art  Institute  Of  Chicago 

Tel:  1-312-443  3600 

www.artic.ee/iu 

Mary  Cassatt:  Modem  Woman. 
125  paintings,  drawings  and 
prints  lay  the  only  American 

invited  to  exhibit  in  the 

Impressionist  exhibitions  in  Paris; 

to  Jan  10 


COLOGNE 

OPERA 

OperderStadt 


Tel:  49-221-221  82AO 
Die  Voget  first  modem  staging 
for  Walter  Braunfels’s  opera. 
Premiered  In  1920,  it  was  banned 
by  the  Nazis  and  largely 
forgotten  until  a recent  recording. 
This  production  is  conducted  by 
Bruno  Weill  and  staged  by  David 
Mouchtar-Samoral;  Jan  B 


COPENHAGEN 

exhibition 

Louisiana  Museum  of  Modem 
Art,  Humlebaek 
Tel:  45-4919  0719 
wwwJouisiana.dk 
Joan  Mir&  major  retrospective 
comprising  140  paintings, 
drawings  and  sculptures, 
Including  wales  borrowed  from 

the  artist’s  family  since  the 
exhibition  was  shown  in 
Stockholm  over  the  summer;  to 
Jan  10 


HAMBURG 

EXHIBITION 

Kunsthalte 

Kandinsky,  Chagall,  Malevich  and 
the  Russian  Avant-Garde:  show 
tracing  the  art  movements 
between  the  Russian  revolutions 
of  1905  and  1918,  and  focusing 

on  attempts  by  artists  to  fuse 

aspects  of  folk  culture  with 
Western  modernism.  Many  of  the 
100  works  on  display  are  on  loan 
from  Russian  museums;  to  Jan 
10 


LONDON 

CONCERT 
Barbican  Hall 

Tel:  44*171-638  8891 


London  Symphony  Orchestra: 
conducted  by  Ryusuke  Numajiri 
in  works  by  Saint-Saens  and 
Tchaikovsky,  as  well  as  the  UK 
premiere  of  Sofia  GubaiduGna’s 
The  Canticle  of  the  Sun*. 
Featuring  cello  soloist  Mstislav 
Rostropovich;  Jan  13 

EXHIBITION 

Victoria  and  Albert  Museum 
Tel:  44-171-938  8500 
Aubrey  Beardsley:  more  than  200 
drawings,  prints,  posters  and 
books  created  during  the  brief 
period  of  the  artist’s  fame.  A 
member  of  the  fin-de-sihete 
avant-garde,  Beardsley  left 
England  for  Dieppe  following 
Wilde's  disastrous  libel  action 
and  subsequent  imprisonment  in 
1695.  The  exhibition  marks  the 
centenary  of  Beardsley’s 
tragically  early  death,  aged  25;  to 
Jan  10 

THEATRE 

Attwry 

Tel:  44-171-876  1115 
Mr  Puntila  and  his  man  Mattb 
Kathryn  Hunter's  production  of 
Brecht’s  satirical  comedy; 

Jan  8,  9 

National  Theatre 

Tet  44*171-928  2252 
Betrayal:  by  Harold  Pinter.  Trevor 
Nunn  directs  Pinter's  1978  play. 
With  a cast  Including  Anthony 
Calf  and  Imogen  Stubbs; 

Lyttiston  Theatre; 

Jan  8,  9, 11.12 


LOS  ANGELES 

OPERA 

L A.  Opera,  Dorothy  Chandler 


Pavilion 

Teh  1-213-972  8001 
www.laopera.org 
Madama  Butterfly:  by  Puccini. 
Conducted  by  Marco  Gufdarini 
and  directed  by  Christopher 
Harfan.  With  a cast  including 
Yoko  Watanabe,  Richard  Leech 
and  John  Atkins;  Jan  10, 13 


MILAN 

OPERA 

La  Seals 

Tet  39-02-88791 

The  Fiery  Angel:  by  Prokofiev. 

Bruno  Bartoletti  conducts  a 

staging  by  Glancario  CobeHi,  with 

Karen  Huffstodt  and  Elmira 

Magomedova  singing  alternate 

performances  as  Renata;  Jan  14 


NEW  YORK 

DANCE 

New  York  City  Ballet,  New 
York  State  Theater 
Tel:  1-212-870  5570 
Balanchine  Black  and  White 
Celebration:  George  Balanchine, 
one  of  the  greatest  of  20th 
century  choreographers,  directed 
New  York  City  Ballet  until  his 
death  in  1983.  As  part  of  Its  50th 
anniversary  celebrations,  NYCB 
presents  pieces  from 
Balanchine's  Black  and  White 
repertory;  Jan  8, 9. 10 

EXHIBITIONS 

Guggenheim  Museum  SoHo 

Tel:  1-212-423  3500 
www.guggenheim.org 
Premises:  Invested  Spaces  In 
Visual  Arts.  Architecture  & Design 
from  France,  1958-1998. 
Exploration  of  the  different  ways 


'm  which  artists  have  engaged 
with  space.  Display  ranges 
across  installation,  film,  video, 
photography  and  architecture. 
Includes  works  by  Yves  Klein,  Le 
Corbusier,  Louise  Bourgeois  and 
Sophie  Caiie;  to  Jan  10 

Metropolitan  Museum  of  Art 
Tel:  1-212-879  5500 
www.metmuseum.org 
The  Nature  of  Islamic  Ornament, 
Part  II:  Vegetal  Patterns.  Second 
in  a four-part  series  on  Islamic 
ornament  from  the  9th  to  the 
18th  century.  Includes  rare 
brocades  and  carpets;  to  Jan  10 

Pierpont  Morgan  library 

Tel:  1-212-685  0008 
Master  Drawings  from  The  State 
Hermitage  Museum,  St 
Petersburg,  and  The  Pushkin 
State  Museum  of  Fine  Arts, 
Moscow.  120  European  drawings 
dating  from  the  15th  to  the  20th 
centuries,  some  of  which  have 
never  before  been  exhfoited 
outside  Russia;  to  Jan  8 

OPERA 

Metropolitan  Opera,  Lincoln 
Center 

Tel:  1-212-362  6000 

www.metopera.org 

Die  Fledermaus:  by  J.  Strauss. 
Revival  conducted  by  Patrick 
Summers;  Jan  9, 14 


PARIS 

CONCERTS 
Salle  Pleyei 

Tel:  33-1-4561  6589 
Orchestre  de  Paris:  conducted 
by  Lorin  Maazel  in  works  by 
Weber,  Debussy,  Schubert  and 


Ravel;  Jan  13, 14 

EXHIBITIONS 
Grand  Palais 
Tel:  33-1-4413  1730 
Lorenzo  Lotto:  Rediscovered 
Master  of  the  Renaissance.  50 
paintings,  many  of  them  on  loan 
from  churches  and  museums  In 
Italy;  to  Jan  11 


PRAGUE 

THEATRE 

National  Theatre  of  Prague 
Tet  420-2-2108  0131 
wwwjaneLczJnd 

The  Servant  of  Two  Masters:  by 
Carlo  Goldoni.  Directed  by  Ivan 
Rajmont;  Jan  11 


ROTTERDAM 

EXHIBITION 

Kunsthal 

Tel:  31-10-440  0300 
Up  to  the  bare  bones:  Human 
remains  in  museums.  An 
estimated  hundred  thousand 
human  beings  find  their  last 
resting  place  in  Dutch  museums, 
whether  in  the  form  of  mummies, 
skulk,  skeletons,  reliquaries  or 
otherwise.  This  exhibition  is  the 
fast  to  address  this  phenomenon 
directly,  presenting  exhibits  from 
varied  coflectlonsflo  Jan  10 


SAN  FRANCISCO 
CONCERTS 
Davies  Symphony  Hall 
Tet  1-415-864  6000 
www^fsymphony.org 
• New  York  Philharmonic: 
conducted  by  Kurt  Masur  in 
works  by  Beethoven  and 


Shostakovich;  Jan  10 
• San  Francisco  Symphony 
Orchestra:  conducted  by  Michael 
Tilson  Thomas  in  works  by 
Mendelssohn,  Barber  and 
Mahler.  With  violin  soloist  Gil 
Shaham;  Jan  8,  9, 10 


WASHINGTON 

OPERA 

Washington  Opera,  Kennedy 
Center 

Tet  1-202-295  2400 
www.dc-opera.org 
Die  Entfuhrung  aus  dam  Serait 
by  Mozart  LA.  Opera  production 
by  Michael  Hampe.  conducted 
here  by  Heinz  Fricke;  Eisenhower 

Theater  Jan  9, 11, 13 

• WORLD  SERVICE 

BBC  World  Service  radio  for 
Europe  can  be  received  In 
western  Europe  on  medium  wave 
648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

A CNN  International 
Monday  to  Friday,  GMT; 

06J30:  MoneySne  with  Lou  Dobbs 
13.30:  Business  Asia 
19-30:  World  Business  Today 
22JXh  World  Business  Today 
Update 

• Business/Market  Reports: 

05:07;  06.-07;  07:07;  0820;  09-20; 
1020;  1120;  1122;  1220;  1320; 
14:20. 

At  0820  Tanya  Beckett  of  FTTV 
reports  live  from  LIFFE  as  the 
London  market  opens. 
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COMMENT  & ANALYSIS 


PHILIP  STEPHENS 


Trivial  pursuits 


It  is  not  only  our  political  leaders  who  are  diminished  by  the 
failure  to  draw  a line  between  the  personal  and  the  public 


Here  is  what  has  been 
happening  in  Britain.  Tony 
Blair's  government  (you 
know,  the  one  that  swept  to 
power  in  May  1997  with  on 
impregnable  majority)  has 
been  rocked  by  the 
resignation  of  a press  officer. 
Mr  Blair  has  suffered  a 
serious  scolding  because  his 
three  young  children  were 
late  back  at  school  after  a 
family  holiday.  I'm  serious. 
Welcome  to  Cool  Britannia. 

Assiduous  leaders  and 
listeners,  of  course,  may 
have  picked  up  one  or  two 
other  items  of  news.  The 
world's  only  superpower  has 
put  its  president  on  trial  for 
philandering.  The  Queen's 
youngest  son  announced  bis 
engagement  to  a rather 
charming  public  relations 
consultant.  En  passant. 
Europe  launched  a single 
currency  and  Saddam 
Hussein  sent  his  warplanes 
to  challenge  US  and  British 
forces  in  the  Gulf. 

It  wns  Mr  Blair's  troubles, 
though,  that  pumped  the 
adrenalin  of  headline  writers 
and  programme  editors  In 
Britain.  Gordon  Brown,  tbc 
chancellor,  bad  been  asked 
by  the  prime  minister  to 
sack  a man  by  the  name  af 
Charlie  Whelan.  Mr  Whelan 
is  Mr  Brown's  colourfully 
menacing  press  secretary. 
Meanwhile,  late  back  from 
the  family's  New  Year 
sojourn  in  the  Seychelles, 
the  young  Blairs  risked 
falling  behind  on  their 
homework.  We  are  not  just 
talking  tabloids  here.  The 
BBC,  that  venerable  bastion 
of  public  service 
broadcasting,  was  every'  bit 
as  breathless. 

I am  still  serious.  The 
temptation  is  to  say  that  all 
this  is  simply  another 
reminder  of  the  media's 
obsession  with  trivia.  And 
there  is  a grain  or  three  of. 
truth  In  that.  Yet  in  a 
curious,  if  barely  intentional 
way,  these  two  stories  were 


important.  Maying  sense  of 
them  tells  us  something 
about  the  nature  of  modem 
politics  and  the  condition  of 
Mr  Blair's  government. 

Embedded  in  both  is  the 
fact  that  the  political  has 
subsumed  the  personal.  The 
great  ideological  cleavages  of 
the  20th  century  were  buried 
in  the  rubble  of  the  Berlin 
Wall.  Politics  has  since 
become  ever  more 
indistinguishable  from  its 
practitioners.  Granted,  it  is  a 
profession  in  which  the 
characters  have  always 
mattered.  But  so,  once,  did 
the  policies. 

There  was  also  a fairly 
stable  boundary  between  the 
public  figure  and  the  private 
person.  Just  as  19th  century' 
Britons  were  uninterested  in 
William  Gladstone’s  habit  of 
visiting  some  of  London's 
less  salubrious  districts,  20th 
century  Americans  did  not 
ask  what  Jack  Kennedy  got 
up  to  when  he  booked  a 
Washington  hotel  suite. 

The  boundary  has  been 
demolished.  As  Bill  Clinton 
can  attest,  privacy  has  been 
replaced  by  the  public's 
right  to  pry.  And  this  new 
intrusiveness  is  infused  with 
a virulent  strain  of 
Puritanism.  It  is  sometimes 
said  there  is  an  important 
difference  between  now*  and 
then.  Kennedy,  Roosevelt 
and,  for  that  matter,  Thomas 
Jefferson  did  not  lie  about 
their  sexual  adventures.  It 
seems  to  me  that  the  more 
telling  point  is  that  they 
were  never  asked  to. 

Today's  right  to  know  goes 
beyond  prurient  inquisition 
into  the  sexual  preferences 
of  our  political  leaders  and 
holier-than-thou  probing  into 
the  state  of  their  bank 
accounts.  Take  Mr  Blair. 
Rather  than  ask  what  he 
stands  for.  we  want  to  know 
what  he’s  like.  How  much 
did  he  spend  on  his  winter 
holiday,  how  docs  he  get  on 
with  Ids  wife,  how  well  is  he 


bringing  up  his  children? 
And  when  we  discover  he  ts 
faithful,  he  goes  to  church 
and  has  never  smoked  dope, 
we  must  look  elsewhere.  We 
need,  it  seems,  to  humble 
our  politicians.  We  crave 
proof  they  share  our  own 
frailties. 

The  notion  that  a day  or 
two  out  of  school  could 

affect  the  Blair  children's 
education  is  clearly  vacuous. 
And  that  Mr  Blair  takes  the 
| occasional  break  from  an 
impossibly  demanding  job  to 
| spend  time  with  family 
reflects  an  unfamiliar  sanity 
among  politicians.  Tell  that, 
though,  to  John  McIntosh, 
the  Biair  boys’  evidently 
eccentric  headteacher,  or  to 
the  similarly  sanctimonious 
teachers’  representatives 
who  have  filled  the  airwaves 
with  accusations  that  the 
prime  minister  has  shown  a 
bad  example. 

On  display  here  is  a 
dismal  shallowness,  the 
absence  of  any  capacity  to 
distinguish  between  what 
affects  the  public  interest 
and  what  doesn't  This 
matters.  Because 
personality,  character,  call  it 
what  you  like,  does 
sometimes  make  a big 
difference  in  politics.  And. 
funnily  enough,  we  can  see 
how  in  that  other  story 
about  Mr  Whelan. 

Briefly.  Mr  Whelan  was  Mr 
Brown's  loyal  soldier  in  the 
corrosive  squabbles  that 
have  scarred  Mr  Blair’s 
cabinet  The  personal 
animosities  came  to  a head 
before  Christmas  when  two 
senior  ministers  were  forced 
to  resign.  One  of  them.  Peter 
Mandelson.  was  Mr  Blair's 
closest  political  soulmate. 

Mr  Whelan's  hand  was 
suspected  Understandably 
enough,  the  prime  minister 
wanted  his  head. 

The  real  story,  though,  is 
about  Mr  Brown.  Here  is  a 
chancellor  as  powerful  as 
any  in  modern  British 


history.  He  can  claim  to  be 
tine  intellectual  force  behind 
much  of  what  Mr  Blair  has 
created  in  New  Labour.  Yet 
«nru»fhfrig  ip  hifl  character 
says  tins  is  not  enough.  He 
was  robbed,  at  least  that  is 
what  be  thinks,  of  the 
leadership.  The  wider  world 
must  understand  that,  while 
Mr  Blair  coins  the  snappy 
phrases,  Mr  Brown  writes 
the  serious  scripts.  Thus  the 
chancellor’s  achievements 
are  lost  in  the  image  of  a 
man  nursing  a grudge. 

Mr  Blair's  government  is 
damaged  in  consequence. 
Many  in  the  inner  circle 
suppose  the  prime  minister’s 
relationship  with  Mr  Brawn 
win  one  day  snap.  Mr  Blair 
protests  that  his  cabinet 
is  free  of  the 
ideologically-driven 
fratricide  that  eventually 
destroyed  John  Major's 
administration.  But  the 
feuding  between  his 
minlstecs  is  all  the  more 
poisonous  for  that  Here  is  a 
genuine  case  where  the 
private  emotions  cannot  be 
divorced  from  the  public 
Interest.  Ambition  Is  far 
more  destructive  in  politics 
than  sex  or  money. 

What's  needed  from  the 
rest  of  us.  though.  Is  a 
willingness  to  discriminate 
between  the  important  and 
the  trivial  - an 
understanding  of  where  to 
draw  the  line  between  the 
personal  and  the  political. 

We  should  neither  care  nor 
be  surprised  if  politicians  are 
oversexed.  It  does  matter 
when  they  let  their 
psychological  flaws  get  in 
the  way  of  good  government 

Richard  Nixon  was  driven 
from  the  presidency  because 
he  was  politically  corrupt 
Mr  Clinton  is  on  trial 
because  a moral  majority 
Republican  in  the  guise  of 
a federal  prosecutor  trapped 
him  into  lying  about 
sex. 

Politicians,  of  course,  must 
take  their  share  of  the  blame 
for  this  failure  to 
discriminate.  They  have 
been  too  keen  to  package  the 
moral  with  the  political,  to 
preach  rather  than  propose. 
Happy  family  campaign 
literature  invites  charges  of 
hypocrisy.  But  this  is  about 
more  than  being  fair  to 
politicians.  I cannot  see 
what  any  of  us  gain  from 
testing  to  destruction  the 
obvious  fact  that  the  people 
we  elect  are  like  the  rest  of 
us  - human. 


Rockwell 


Electronic  Controls  and  Communications 


* | 


\-:Km 


tfk  K 


jtVa  - C 


LETTERS  TO  THE  EDITOR 


Asian  Development  Bank  should 
have  confidence  to  develop  its  role 


From  Mr  William  Thomson. 

Sir,  Your  editorial  (“Asia's 
own  bank”  January  5)  raises 
a valid  question  about  the 
future  of  the  regional  devel- 
opment banks  in  general, 
and  the  Aslan  Development 
Bank  In  particular. 

One  could  argue  quite  per- 
suasively that  Asia  needs 
the  ADB  as  well  as  the 
World  Bank  since  competi- 
tion in  the  provision  erf  all 
services  is  better  than 
monopoly.  Since  the  ADB  is 
a more  efficient  provider  of 
those  services,  assuming 
I equivalent  quality,  there  is 
little  additional  cost  to  the 
! international  donor  commu- 
nity from  the  duplication  of 
agencies.  With  Washington- 
based  institutions  being 
accused  of  bath  policy  arro- 
gance and  being  agents  of 
the  US  government,  the  ADB 
la  usually  seen  as  more 
understanding  of  its  clients' 
rwNfe  This  almost  automati- 
cally ensures  less  radical 
policy  prescriptions  and  an 
effective  balance  to  support 
given  by  the  World  Bank 
and  the  International  Mone- 
tary Fund. 


You  are  correct  that  Mit- 
suo  Sato  was  effective  in 
moving  the  bank  to  address 
many  of  the  problems  affect- 
ing the  region  with  an  inno- 
vative approach  to  infra- 
structure spending,  even 
addressing  issues  erf  gover- 
nance and  corruption.  In 
this  he  was  responsive  to 
donors  and  regional  govern- 
ments and  was  able  to 
develop  a consensus  on 
thewp  issues. 

However,  that  message  Is 
not  beard  in  the  wider  com- 
munity and.  in  that  respect, 
I would  agree  that  the  ADB 
mast  argue  its  case  fax  more 
effectively  to  the  non-Asian 
public  if  it  is  to  continue  to 
obtain  support  from  the 
main  OECD  countries. 

The  causes  of  its  failure  to 
do  so  are  two-fold.  First,  a 
reluctance  of  the  Japanese 
authorities  to  take  and  main- 
tain a high  profile  position  if 
it  conflicts  with  momentary 
US  government  Interests. 
The  ADB,  while  important  to 
the  Japanese,  tends  to  take 
second  place  to  other  issues 
in  the  US-Japan  policy  rela- 
tionship. Second,  the  US 


authorities  are  more  than 
ambivalent  about  the  ADB 
developing  a high  profit 
that  would  imply  any  dimi- 
nution oF  their  ultimate  con- 
trol. Furthermore,  US  gov- 
ernment interests  are 
ever-changing,  responding  to 
the  latest  zephyr  blowing 
through  Congress. 

The  institution  remains  a 
useful  organisation,  valued 
and  trusted  by  its  regional 
members.  It  has  improved  by 
leaps  and  bounds  in  recent 
years.  However,  greater  con- 
fidence and  willingness  to 
take  risks  are  essential  to 
the  maturation  process  so 
that  the  organisation  can 
tfiv<»  a fully  independent, 
even  controversial,  position. 
Then  it  will  be  closer  to 
maximising  its  potential  as  a 
fall  partner  in  development. 
But  that  will  require  a will- 
ingness of  its  two  principle 
shareholders  to  give  the 
organisation  a free  rein- 


Dangers  of 
dual  pricing 
in  Europe 


William  &.  Thomson, 
Room  7D, 

On  Hing  Building, 

On  H«wg  Terrace,  Central, 
Hong  Kong 


IoD  membership  backed  stance  over  euro 


When  Unilever  wanted  to  automate  for  high  speed  production 
for  Liptorr,  Rockwell  was  their  cup  of  tea. 


You  succeed.  We  succeed." 
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Firm  Mr  Nick  Herbert. 

Sir,  Giles  Radice  MP  (Let- 
ters, January  6)  is  wrong  to 
suggest  that  the  Institute  of 
Directors'  membership  does 
not  back  its  policy  opposing 
the  UK  joining  the  single 
currency.  The  policy  was 
formed  at  the  annual  con- 
vention In  1996  when  the 
proposition  that  “the  likely 
benefits  of  a European  single 
currency  would  be  out- 
weighed by  ita  disadvan- 
tages” received  69  per  cent 
support  Mr  Radice's 
that  “there  has  never  been 
an  impartial  survey”  of  IoD 
members  is  also  incorrect  A 
survey  of  members  In  1996 
revealed  that  less  than  a 
third  supported  the  single 
currency. 


The  European  Movement’s 
case  is  devoid  of  real  analy- 
sis of  the  costs  and  benefits 
of  the  euro  for  Britain.  The 
economic  arguments  for 
Britain  to  keep  its  own  cur- 
rency cannot  just  be  swept 
aside  by  glib  assertion.  We 
are  told,  for  Instance,  that 
we  would  have  “competitive 
advantage"  in  the  euro-zone. 
How  would  the  wrong  level 
of  Interest  rates  imposed  on 
the  UK  advantage  ns?  Or 
higher  corporate  taxes 
brought  in  under  the  guise 

of  harmonisation?  Who  will 
pay  for  Europe's  unfunded 
pension  liabilities?  In  the 
euro-zone,  grand  vision  was 
to  launch  the  euro 
because  it  was,  above  all,  a 
political  project.  Business- 


men in  the  UK  will  be  more 
hard  headed  about  the  risks. 

A group  of  leading  UK 
businessmen  and  economists 
warned  that  the  single  cur- 
rency will  be  do  panacea  for 
Europe’s  problems  but  could 
exacerbate  them.  That  was  a 
serious  contribution  to  the 
debate  on  whether  economic 
and  monetary  union  Is  right 
for  Britain.  To  answer  it,  the 
European  Movement  will 
have  to  do  more  than  slogan- 
ise  and  snipe  at  the  legiti- 
mate concerns  of  businesses 
that  disagree  with  them. 


from  Mr  Philip  Myers. 

Sir,  In  the  case  of  the  UR, 
Emma  Tucker  is  right  to 
entitle  her  article  (January 
6)  on  the  euro  and  dual  pric- 
ing "Dangers  lie  in  dial  pric- 
ing” - though  not.  as  she 
suggests,  because  UK  retail- 
era  will  be  attempting  to 
hide  price  differences  with 
continental  counterparts. 

Dual  pricing  results  from 

wide  variations  in  taxation 

regimes,  social  security 
sj*s terns,  land  prices,  wage 
levels  etc.  The  modest  addk 
tional  degree  of  price  trans- 
parency fostered  by  dual  pri- 
cing is  unlikely  to  change 
this  (and  It  is  insulting  to 
suggest  that  customers  are 
unable  to  compare  prices  Ip 
different  currencies). 

The  real  dangers  in  dual 
pricing  in  the  UK  lie  else-  - 
where.  First,  as  long  as  the 
UK  remains  outside  the' 
eurozone,  the  exchange  rate 
between  sterling  and  the 
euro  will  fluctuate.  This 
means  accurate  dual  pricing 
in  the  UK  would  require- 
daily  changing  of  price 
labels  which  would  be  costly 
and  impractical  The  alterna- 
tive of  using  an  average 
exchange  rate  would  be  mis- 
leading to  consumers. 

Second,  as  euro  notes  and 
coins  are  not  yet  in  circula- 
tion, tourists  wishing  to  pay 
for  goods  in  the  UK  with 
euro  payment  cards  will  -find 
that  the  euro  price  indicated 
is  not  the  amount  debited 
from  their  account  due  to 
transaction  charges  levied 
by  their  banks. 

For  retailers  in  the  UK  to 
dual  price  would  be  as  mis- 
leading as  the  argument  that 
introduction  of  the  euro 
alone  will  lead  to  prices 
being  the  same  throughout 
Europe. 


Nick  Herbert, 
chief  executive. 
Business  for  Sterling, 
18  Buckingham  Gate, 
London  SW1E  6 PE,  UK 
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senior  European  executive, 
British  Retail  Consortium, 
123-133  Rue  Froissart. 
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Brave  new  work 


Tony  Jackson  takes  issue  with  pessimists  who  foresee  the  death  of  employment 
in  a world  of  ever-increasing  automation  and  sated  consumer  desires 


As  the  world  peers 
doubtfully  into 
the  next  century, 
one  of  its  nagging 
anxieties  concerns  the  future 
of  work.  Jobs  have  been  lost 
to  automation  for  200  years, 
and  new  ones  have  always 
sprung  up  to  take  their 
place.  But  this  time,  we  are 
told,  it  Js  different 
In  the  Industrial  Revolu- 
tion, steam  and  water  power 
replaced  only  our  muscles. 
Now  the  computer  is  replac- 
ing onr  brains.  The  way  lies 
open  to  the  triumph  of  the 
machines. 

If  you  believe  this,  the  out- 
look for  Homo  sapiens  is  dis- 
piriting. A handfUl  will  still 
earn  vast  sums  specialising 
in  human  greed  - as  corpo- 
rate lawyers,  say,  or  Invest- 
ment bankers.  A few  more 
will  prosper  in  the  dominant 
technologies,  as  internet 
wizards  or  rat  doners. 

The  rest  of  us,  the  pessi- 
mists argue,  have  two 
choices.  We  can  settle  for 
low-wage  Jobs,  drudging  in 
sandwich  bars  and  call 
centres.  Or  we  can  seek  to 
devise  ever  more  exotic 
goods  and  services.  In  the 
hope  that  people  will  carry 
on  consuming  long  after 
their  rational  wants  have 
been  supplied. 

There  is  no  doubt  that  the 
pace  of  change  has  become 
slightly  unnerving.  Close  to 
the  FT’S  London  headquar- 
ters Is  the  London  Interna- 
tional Financial  .Futures 
Exchange.  It  employs  an 
army  of  garishly  dressed 
traders  who  deal  in  complex 
financial  instruments 
through  the  noisy  and 
colourful  system  af  open  out- 
cry. 

That  job  has  existed  in  the 
UK  for  less  than  20  years  but 
this  year  could  prove  its  last 
The  exchange  is  moving  to 
screen-based  trading.  The 
I computer  has  claimed  Its  lat- 
est victims. 

What  is  left  for  these  trad- 
ers or  their  children?  To 
answer  that,  a little  histori- 
cal perspective  is  called  for. 

The  classic  apocalyptic 
text  on  the  death  of  work 
remains  Aldous  Huxley's 
Brave  New  World,  from  1932. 
In  this  novel,  jobs  not  done 
by  machines  are  performed 
by  chemically  engineered 
zombies.  The  intelligentsia 
live  in  Idleness,  sedated  by 
drugs  and  programmed 
to  consume  as  a 


matter  of  social  duty. 

When  Huxley  was  bora,  in 
the  early  1890a.  about  6Q  per 
cent  of  Jobs  in  the  UK 
belonged  to  three  categories: 

forming,  mining  gad  mnnn. 

facture.  When  be  wrote  his 
novel,  that  had  follen  to 
nearer  40  per  cent  The  fig- 
ure is  now  16  per  cent 
Qn  the  face  of  it,  this  rep- 
resents a savage  destruction 
of  jobs:  close  to  5m,  or  a 
quarter  of  the  working  popu- 


or  a coal  miner,  any  more 
than  everyone  is  a computer 
programmer  today.  There 
were  plenty  of  teachers,  doc- 
tors and  stockbrokers  in  the 
past  The  difference  is  that 
there  are  a great  deal  more 
of  them  today. 

Similarly,  today's  junior 
office  workers  perform  tasks 
that  might  have  seemed 
Incomprehensible  even  20 
years  ago:  sitting  at  a com- 
puter, using  Word  for 


The  more  we  have  to  spend,  the 
longer  shops,  bars  and  restaurants 
have  to  stay  open 


lation.  But  that  work  has 
been  more  than  replaced.  In 
Huxley’s  day,  the  working 
papulation  totalled  20m. 
Today  it  is  27m. 

Where  has  all  that  work 
come  from?  A big  chunk, 
perhaps  4m  Jabs,  can  be 
accounted  for  in  just  four 
areas:  education,  health, 
finance  and  the  catering 
trade.  By  comparison  with  70 
years  ago,  people  are  better 
educated  and  live  longer. 
They  also  have  more  money 
to  save  and  invest,  and  to 
spend  on  eating  out  or  a 
drink  ip  the  pub. 

This  js  a useful  corrective 
to  the  assumption  that  the 
workforce  has  fundamen- 
tally changed.  Not  everyone 
used  to  be  a textile  worker 


Windows,  Lotus  Notes  and 
so  forth. 

Oh  closer  inspection,  they 
are  not  so  very  different 
from  the  stenographer  typ- 
jsts  ot  50  years  ago,  or  even 
the  Dickensian  copying 
clerks  of  the  last  century. 
The  chief  difference,  as  with 
teachers  and  doctors,  is  that 
there  are  more  of  them. 

AH  this,  the  doom-mongers 
would  say.  is  beside  the 
point  Of  course  it  is  nice  to 
have  more  services,  and  to 
be  able  to  afford  them.  But 
no  matter  how  sophisticated 
the  jobs  we  Invent,  the 
machines  will  always  tend  to 
usurp  them. 

**■  we  wiM  always 
° devise  more  and 

moretlmigsfOTpeop^^ 


and  enjoy.  This  in  turn 
supposes  that  people  have 
an  infinite  capacity  to  con- 
sume. And  how  are  those  . 
infinite  new  goods  and 
services  to  be  paid  for? 

Hie  second  point  can  be 
briskly  dismissed.  Output  is 
output,  whatever  it  consists 
of.  The  more  a society  pro- 
duces, the  richer  It  is.  New 
goods  and  services  afford 
themselves. 

The  first  point  is  allied  to 
a common  economic  fallacy, 
that  of  the  lump  of  labour. 
This  is  the  belief  that  there 
is  only  so  much  work  to  go 
round,  which  is  obviously 
false.  But  what  of  the  lump 
of  consumption?  Is  it  passi- 
ble for  people  to  become  so 
gorged  that  they  can  con- 
sume no  more? 

No,  for  two  reasons,  first, 
it  is  a lair  rule  of  thumb  that 
we  regard  as  inessential 
whatever  was  not  around 
when  we  were  growing  up. 
There  are  still  plenty  at 
retired  people  who  think 
microwave  ovens  and  video 
recorders  are  fripperies.  . 
Their  children,  with  children  ; 
of  their  own  to  feed’  and 
entertain,  might  beg  to. 
differ. 

Second,  not  ail  new  ser- 
vices need  be  exotic.  I am 
presently  seeking  a second- 
hand car  and  have  come 
across  a man  whose  business 
is  to  go  to  car  auctions  and, 
for  a fee,  buy  cars  to  Ma 
customers*  specifications; 

This  is  plainly  a useful  sefr  " 
vice  and.  so  far  as  I know, 
one  that  is  new.  But  it  is  not 
novel,  a century  ago.  it 
would  have  been  possible  to 
buy  horses  on  the  same 
basis.  The  question  id  ' 
whether  enough  people'  ’ 
could  have  afforded  the  ear- 
rice  to  make  it  viable. 

The  risk.  In  fact  may  be 
not  a shortage  of  work  la .. 
future  but  the  reverse.  Our 
appetite  for  sendees,  in  par- 
Ucular,  seems  insatiable. 
The  healthier  and  batter 
educated  we  are,  the*  more.1' 
we  expect  of  our  doctors  sad 
teachers.  The  more  we  have 
Jp  spend,  the  longer  shops,  ' ' 
hare  and  restaurants  have  tft  l' 
stay  open.  . 

The  death  of  work,  in 
other  words,  is  likely  to  bfr ■ 
the  least  of  our  won't*-  • - 
There  will  be  plenty  of  . weak  A 
to  go  round:  and  far  front  -' 
being  weird  and  wondarftfi-- 
it  may  be  all  too  boring^ - 
similar  to  wbat  went  before.  ' 
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A gloomy  forecast  from  the 
German  Institute  of  Economic 
Research’s  (DIW)  and  yesterday's 
one-quarter  percentage  point  cut 
in  UK  official  interest  rates  point, 
from  different  directions,  to  the 
same  question:  are  euro  interest 
, rates  too  high? 

The  European  Central  Bank 
" was  probably  right  not  to  make  a 
move  yesterday  at  its  first  meet- 
ing in  full  charge  of  euro-zone 
monetary  policy;  but  it  was 
wrong  to  rule  out  changes  for  the 
foreseeable  future.  Short-term 
inaction  is  plausible:  the  markets 
are  still  getting  used  to  the  new 
currency.  Moreover,  the  3 per 
cent  rate,  which  it  inherited  from 
11  central  banks,  was  the  result 
of  a significant  cut  when  rates 
were  aligned  on  December  9. 

Since  then,  however,  the  out- 
look for  growth  and  employment 
has  worsened.  This  week  the 
DIW  predicted  that  growth  in 
Germany  (which  accounts  for 
more  than  one-third  of  the  euro- 
zone’s output)  would  slow  to  only 
L4  per  cent  in  1999. 

The  DIWs  figures  are  part  of  a 
pattern  of  increasing  pessimism 
in  the  outlook  Cor  the  whole  euro- 
zone. The  consensus  of  inter- 
national forecasts  now  puts  euro- 
zone growth  at  2 per  cent  for  next 
year,  with  inflation  remaining 
very  subdued  at  little  more  than 
1 per  cent 

The  risk,  clearly,  is  that  con- 
traction in  Japan,  with  a sharper- 
than-expected  slowdown  in  the 
US  could  depress  euro-zone 
growth  even  further,  or  perhaps 


even  move  It  towards  the  edge  of 
a deflationary  vortex. 

This  danger  may  not  at  present 
seem  high.  But  a collapse  of 
equity  prices,  retrenchment  by 
US  consumers  or  an  unravelling 
of  the  Brazilian  rescue  package 
(to  name  but  three  possibilities) 
could  rapidly  darken  the  picture. 
With  euro-zone  unemployment 
forecast  to  remain  stubbornly 
above  11  per  cent  in  1999,  these 
risks  cannot  lightly  be  dismissed. 

What  then  should  the  ECB  do? 
It  can  rightly  claim  that  with  real 
official  rates  at  around  2 per  cent, 
its  policy  is  already  expansion- 
ary. Lo w er- than -expect  e d infla- 
tion may,  in  addition,  have  a sim- 
ilar effect  to  tax  cuts  in  boosting 
consumer  spending.  Moreover,  in 
continental  Europe,  where  bor- 
rowings tend  to  be  long  term, 
changes  to  short-term  interest 
rates  have  a relatively  weak 
effect  on  output. 

Even  so.  the  immediate  risks  of 
recession  are  so  much  greater 
than  those  of  inflation  that  the 
ECB  should  lean  towards  promo- 
ting demand.  In  its  first  year  par- 
ticularly, its  mission  to  control 
inflation  must  be  tempered  by 
awareness  of  the  wider  economic 
and  political  context  The  Bank 
of  England's  recent  rate  cuts  sug- 
gest that  focusing  on  an  inflation 
target  can  be  quite  consistent 
with  moves  to  stimulate  the 
economy.  Above  all,  whatever 
the  ECB  decides  to  do,  it  must 
explain  clearly  and  promptly 
what  it  thinks  is  happening,  and 
why. 


Test  for  Brazil 
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The  sharp  dip  yesterday  in 
Brazilian  stock  and  bond  prices 
has  marred  an  otherwise  bright 
start  to  the  year  on  the  interna- 
tional markets.  Investors  are  ner- 
Y vous  about  the  implications  of  a 
decision  by  one  of  the  country’s 
wealthiest  states  to  suspend  pay- 
ments on  debt  owed  to  the  fed- 
eral government 

The  moratorium,  announced 
late  on  Wednesday  by  Itaxnar 
Franco,  the  governor  of  Minas 
Gerais  state  and  a former  presi- 
dent of  Brazil,  is  the  latest  of  a 
number  of  political  setbacks  for 
President  Fernando  Henrique 
Cardoso,  as  be  struggles  to- per- 
suade congressmen  to  approve  an 
ambitious  programme  of  fiscal 
adjustment 

The  President  must  resist  any 
temptation  to  bail  out  Afinas  Ger- 
ais. To  do  otherwise  would  far- 
ther jeopardise  the  fiscal  reforms, 
upon  the  success  of  which  the 
$4l^bn  international  financial 
package  depends.  Although  the 
government  insists  that  its  fiscal 
^ programme  is  still  on  track, 
£}'  recent  events  have  damaged  its 
/ political  authority  in  the  eyes  of 
international  investors.  Last 
month,  congress  voted  down  the 
government’s  plans  to  lift  pen- 
sion contributions.  The  imple- 
mentation of  a new  financial 
transactions  tax  win  probably  be 
delayed. 

The  government  is  in  a strong 
position  to  resist  Mr  Franco's 
demands.  The  federal  authorities 


can  simply  recoup  loan  losses  by 
suspending  transfer  payments 
normally  made  to  the  states. 

Mr  Franco’s  political  case  for  a 
moratorium  is  weak.  The  debt 
that  he  wants  to  reschedule  is 
soft  money  made  available  on 
extremely  favourable  terms. 
Minas  Gerais  pays  interest  at  6 
per  cent  to  7.5  per  cent  a year 
compared  with  the  current 
market  rate  of  about  30  per  cent, 
for  example. 

Moreover,  the  state’s  govern- 
ment has  been  slower  than  those 
of  many  other  states  to  rational- 
ise its  overstaffed  administration 
and  coaid  generate  resources  by 
cutting  spending. 

Confrontation  carries  a number 
of  risks  for  President  Cardoso. 
There  are  already  signs  that  the 
moratorium  could  trigger  similar 
actions  by  other  states,  such  as 
Rio  de  Janeiro,  which  are  run  by 
his  opponents. 

Worse,  the  moratorium  risks 
fracturing  President  Cardoso's 
political  support  base  in  Con- 
gress. Mr  Franco's  party  - the 
PMDB  - is  a member  of  the  five 
party  pro-government  alliance. 
But  although  conflict  must  be 
bandied  with  finesse,  a tough 
stance  is  essential.  It  would  not 
only  enhance  the  President's  rep- 
utation in  the  international  com- 
munity but  also  underline  his 
commitment  to  bring  about  genu- 
ine and  far-reaching  fiscal 
reform.  President  Cardoso  must 
stand  firm.  . . 


Turkey’s  travail 
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After  six  weeks  of  wrangling, 
Turkey  may  soon  get  a new  gov- 
ernment, but  only  one  likely  to 
last  until  elections  set  for  April 
President  Sflleyman  Demlrel  has 
been  nacHwp  around  for  someone 
to  replace  Mesut  Yilmaz,  who 
.J  was  forced  to  resign  last  Novem- 
| ber  on  corruption  allegations. 
Yesterday,  for  the  second  time, 
he  asked  BQlent  Ecevit.  the  vet- 
eran leftwinger,  to  form  a govern- 
ment. It  looks  as  though  Mr  Ece- 
vit may  finally  succeed  in  putting 
together  a majority,  because  this 
time  Tansu  Ciller,  the  conserva- 
tive former  prime  minister,  says 
she  will  join  him  in  coalition. 

But  what  a travail  just  to  pro- 
duce a stopgap  government,  and 
what  an  inopportune  outcome  in 
terms  of  recent  developments  in 
Cyprus,  Mr  Ecevit  was  the  Turk- 
ish prime  mimotfir  who  in  1974 
sent  tanks  and  troops  into 
Cyprus.  He  is  thus  hardly  one  to 
respond  to  the  Greek  Cypriot 
government’s  decision  to  keep  its 
newly  acquired  Russian  missiles 
off  the  Island. 

In  a wider  perspective, 
Turkey’s  record  of  unstable  coali- 
tions highhehts  longer-term  prob- 
lems. Many  can  be  traced  back  to 
the  military  and  the  tutelage  the 
generals  exert  over  politicians, 
and  to  their  repressive  views 
towards  Turkey's  Islamists  as 
well  as  its  Kurdish  minority. 

During  the  cold  war,  the  exclu- 
sion of  Italy's  large  Communist 
party  from  government  helped 


guarantee  a string  of  unstable 
coalitions  there.  In  the  same  way, 
the  Turkish  military’s  insistence 
on  excluding  the  Mamio-teaning 
Virtue  party  - which  under  the 
wBTnft  of  Welfare  topped  the  poll 
in  1995  - helps  achieve  the  same 
sorry  result  in  Turkey. 

The  Islamists  did  share  power 
for  about  a year.  But  the  strongly 
secular  army  forced  Welfare  out 
of  office  in  1997,  got  it  banned  as 
unconstitutional  and  refuses  to 

let  the  renamed  Virtue  party 
back.  Yet  the  party  may  well 
improve  its  score  in  the  April 
elections,  and  now  purports  to  be 
more  moderate  and  pro-western, 
and  even  embraces  the  idea  of 
European  Union  membership. 

Explicit  exclusion  of  Virtue 
would  be  unnecessary  if  the 
other  parties  that  took  80  per 
cent  of  the  1995  vote  could  sort 
themselves  out  But  the  right  and 
left  are  both  split  by  personality 
feuds  that  bear  no  relation  to 
Ideology,  seem  to  flourish 
among  politicians  who  know 
that  real  power  lies  with  the 
military. 

Last  week  Turkey's  top  army 
commander  rightly  said  the  coun- 
try needed  stability  more  than 
ever.  Mr  Yilmaz  has  left  eco- 
nomic achievements,  such  as  a 
halving  of  the  inflation  rate  in  is 
months,  that  deserve  to  be  built 
on.  But  stability  cannot  be  built 
on  the  indefinite  exclusion  from 
power  of  one  important  part  of 
the  political  spectrum. 
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Fast  and  loose  in  Detroit 

The  rumour  mill  at  the  motor  show  is  working  overtime  but  while  the  takeover  candidates 
are  obvious,  the  shape  of  potential  alliances  is  less  clear.  Haig  Simonian  reports 


The  ice  packs  in  the 
Detroit  River  were 
thicker  than  ever  this 
week  as  Motown  braved 
its  coldest  January  In  years.  But 
inside  the  vast  Cobo  exhibition 
centre  where  the  world's  car- 
makers  showcase  their  wares 
once  a year,  temperatures  were 
sizzling,  stoked  by  rumours  of 
imminent  mergers  and  takeovers. 

After  weeks  of  speculation,  it 
emerged  on  Wednesday  that 
Volvo  has  appointed  a US  invest- 
ment bank  to  examine  strategic 
options  for  its  car  division.  Poten- 
tial suitors  for  the  struggling 
Swedish  carmaker  include  Ford, 
Fiat  and  Volkswagen. 

Ford  was  also  at  the  centre  of 
Detroit’s  rumour  mill  this  week 
with  reports  that  the  world's  sec- 
ond-biggest car  company  was 
poised  to  buy  BMW  of  Germany 
and  Honda  of  Japan. 

Consolidation  rumours  rawed 
up  car  shares  faster  than  a turbo 
Porsche,  but  some  disappoint- 
ment for  investors  appeared  inev- 
itable. BMW  and  Honda  denied 
they  were  in  negotiations  with 
Ford,  while  Jac  Nasser,  Ford's 
chief  executive  , called  the  report 
“preposterous". 

If  some  rumours  have  proved 
to  be  wide  of  the  mark,  some 
denials  have  also  come  dose  to 
sounding  disingenuous. 

Executives  admit  in  private 
that  many  carmakers  are  locked 
in  almost  permanent  talks 
against  a backdrop  of  chronic 
overcapacity,  rising  costs  and 
cut-throat  competition. 

Negotiations  have  become 
more  urgent  for  three  reasons. 

First,  the  surprise  takeover  of 
Chrysler  by  Daimler-Benz  last 
May  changed  the  rules  of  the 
game  for  the  car  industry. 

Every  manufacturer,  starting 
with  Genera]  Motors,  the  biggest, 
has  been  forced  to  reassess  previ- 
ous assumptions  about  optimum 
size  and  economies  of  scale. 

Second,  merger  talks  have  been 
galvanised  by  developments  in 
other  industries.  Since  the  Daim- 
ler-Chrysler  deal,  oilman,  bank- 
ers, pharmaceuticals  and  tele- 
coms executives  have  launched  a 
number  of  mergers  and  takeovers 
to  tackle  overcapacity  and  rising 
costs  that  can  no  longer  be 
passed  on  to  consumers. 

Third,  the  creatures  born  of 
these  mergers,  such  as  Exxon- 
Mobil, are  so  big  they  have  cre- 
ated a sense  of  awe  and  expecta- 
tion in  the  media.  Industrialists, 
too,  are  worried  lest  they  are  left 
out  of  thq  ugxt  .consolidation 
round. 

In  the  car  industry,  many  exec- 
utives are  convinced  further 
deals  are  inevitable.  Bob  Eaton, 
co-chairman  erf  DaimlerChrysler, 
said  this  week  that  he  expected  a 
merger  of  two  leading  European 
carmakers  to  be  announced 
“within  the  next  90  days’. 

Jim  Donaldson,  president  of 
Foxd  Europe,  says:  “I  believe  1999 
will  be  a year  of  restructuring.” 
His  boss,  Mr  Nasser,  agrees.  The 
future,  he  says,  lies  with  “very 
large  companies  with  very  good 
geographic  aod  consumer  mixes". 1 

Jack  Smith,  CM'S  chairman, 
predicts  more  changes  in  the 
industry.  Asked  about  the  likeli- 
hood of  further  takeovers  or 
mergers  this  year,  he  concedes: 
Td  say  it’s  possible.” 

The  targets  of  likely  takeovers 
can  be  pinpointed  with  accuracy. 
What  is  less  dear  is  who  will  he 
doing  the  buying. 

In  Japan,  a yawning  gulf  has 
emerged  between  Toyota  and 
Honda,  the  most  successful  man- 
ufacturers, and  Nissan  and  Mit- 
subishi, the  biggest  loss-makers. 


Battered  by  recession  at  home 
and  in  south-east  Asia,  car  sales 
in  Japan  foil  around  15  per  cent 
last  year.  A rationalisation  of  the 
industry  has  already  begunJFur- 
tber  consolidation  must  only  be  a 
matter  of  time. 

TOyota.  the  biggest  of  Japan’s 
11  vehicle  makers,  has  strength- 
ened its  hold  over  Daihatsu,  a 
mini-car  specialist,  and  over 
Winn,  a top  commercial  vehicles 
groups. 

GM,  meanwhile,  has  raised  its 


the  social  and  political  promi- 
nence attached  to  the  car  indus- 
try - however  tarnished  it  may 
be  as  a symbol  of  national  pride 
- it  is  virtually  impossible  to 
imagine  a merger  of  companies  of 
roughly  the  same  size  going 
ahead  on  the  continent.  The  job 
losses  required  to  justify  such 
deals  could  be  expected  to 
provoke  big  social  and  political 
protests.  So  that  would  appear  to 
rule  out  a union  of  France's  Ren- 
ault and  Peugeot-Citrofin. 


the  cycle,  mergers  which  seem 
inconceivable  now  may  become 
inevitable.  But  with  car  sales 
buoyant  in  the  US  and  Europe, 
the  need  to  consolidate  appears 
less  urgent 

Nevertheless,  the  long-term 
pressures  on  the  industry  are  not 
about  to  go  away.  Even  where 
business  is  booming,  margins  are 
being  squeezed  by  competition, 
notably  from  low-cost  Asian  cars. 

For  Europe's  carmakers,  high 
costs,  low  volumes  and  increased 


In  private,  many  carmakers  are  locked  in  almost 
permanent  talks  against  a backdrop  of  chronic 
overcapacity,  rising  costs  and  cut-throat  competition 


shareholding  in  Suzuki,  another 
mini-car  specialist,  to  10  per  cent 
Mr  Smith  says  the  stake  could 
rise  further.  GM  has  also 
increased  its  holding  in  the  Isuzu 
tracks  and  engines  group  to  49 
per  cent 

Such  deals  have  left  Nissan 
and  Mitsubishi  increasingly 
exposed.  But  the  fate  of  the  two 
groups  is  not  dear.  There  have 
been  rumours  that  Nissan  could 
be  acquired  by  a foreign  car- 
makers'  consortium,  but  industry 
analysts  do  not  believe  this  is 
likely  to  happen. 

European  carmakers  face  a dif- 
ferent set  of  problems.  Because  of 


Such  reluctance  has  been  com- 
pounded by  the  importance 
Europe’s  new.  left-leaning  gov- 
ernments are  placing  on  job  cre- 
ation. “We  remain  unconvinced 
that  1999  wiH  be  a year  when  the 
European  industry  bites  the  bul- 
let,” says  Keith  Hayes,  motor 
industry  analyst  at  Goldman 
Sachs  in  London. 

“The  problem  for  most  car 
companies  is  that,  unlike  Daim- 
ler and  Chrysler,  they  normally 
have  huge  overlaps  with  poten- 
tial partners,  malting  any  combi- 
nation extremely  troublesome,” 
Mr  Hayes  says. 

When  demand  falters  later  in 


competition  mean  the  focus  of 
consolidation  has  shifted  to  deals 
between  complementary  main- 
stream and  specialist  brands. 

DaimlerChrysler,  which  linked 
a German  prestige  marque  with  a 
US  volume  manufacturer,  proved 
that  a judicious  marriage  could 
offer  many  of  the  economies  of 
scale  of  a merger  of  equals,  with- 
out the  acute  social  and  political 
costs. 

But  with  Daimler-Benz  now 
betrothed,  attention  has  switched 
to  Volvo  and  BMW  - the  only 
other  significant  specialists  that 
could  broadly  complement  a 
mainstream  marque. 


OBSERVER 


Time  fo  clip 
the  hedge 

tt  shouldn’t  take  international 
financial  experts  long  tq  get  to 
grips  with  the  problems  arising 
from  the  near-collapse  of  Long 
Term  Capital  Management  The 
issues  may  be  devifishly  complex 

but  the  people  working  on 
them  know  each  other  well 
enough.  Steve  Thleke  of 
J.P.Morgan  and  Gerald  Corrigan 
of  Goldman  Sachs  were  this 
week  asked  to  lead  the 
deliberations  of  a dozen  large 
banks  and  investment  houses. 

Experienced  hands,  both. 

Never  mind  that  Thleke  used  to 
work  for  Corrigan  when  he  was 
president  of  the  New  York 
Federal  Reserve.  Meanwhile,  Bill 
McDonough,  Corrigan’s 
successor  in  that  post,  is 
chairman  of  the  Baste  committee 
of  banking  supervisors,  which  is 
also  grappling  with  the  problem 
of  how  to  control  hedge  fond 
exposures. 

The  only  face  missing  is  Ernie 
Patrilds,  who  left  the  New  York 
Fed  last  year  to  join  American 
International  Group,  the  Insurer. 
Still,  with  regulators  trying  to 
grapple  with  bankfag  and 
insurawe  conglomerates,  how 
long  before  he  joins  the  party? 

Capitol  idea 

Want  to  see  history  in  the 
making?  Then  turn  up  earty. . 
There  are  roughly  700  seats  in 


the  gallery  of  the  US  Senate  - 
but  all  but  50  will  be  tilled  by 
Washington  insiders  and 
Journalists  during  the  first 
impeachment  trial  of  a US 
president  for  131  years. 

The  rest  are  available  free  of 
charge  on  a first-come, 
first-served  basis.  Which 
probably  means  the  longest 
queues  in  Washington  since 
President  Andrew  Johnson  faced 
toe  music  in  1868. 

Then,  as  now,  the  Senate 
authorities  tried  to  keep  order  by 
using  a ticketing  system.  But,  by 
aU  accounts,  the  19th  century 
crowd  didn’t  Dve  up  to  toe 
genteel  reputation  of  the  period. 
According  to  contemporary 
accounts  thousands  milted 
outside  the  chamber  and 
fist-fights  broke  out  as  people 
jostled  to  get  inside  to  see  the 
show.  Now  isn't  Eve  television  a 
wonderful  thing? 


Terry  time 


Lord  Bums  spent  18  years 
looking  after  Britain's  finances  as 
the  top  (Svfl  servant  at  the  UK 
Treasury.  Now,  six  months  after 
leaving  the  most  powerful 
department  in  Whitehall,  he's 
taking  care  of  his  own.  The  man 
who  was  known  as  plain  Sir 
Terry  Bums  until  he  picked  up  a 
peerage  last  year  has  joined  the 
board  of  top  life  Insurer  Legal  & 
General. 

The  non-executive 
appointment  expected  to  bring 
in  a handy  £30,000  a year  in 


return  tor  a couple  of  days  work 
every  month,  is  Lewi  Bums'  first 
paid  appointment  since  leaving 
toe  Treasury.  Others  are 
expected  to  follow.  The  former 
London  Business  School 
heavyweight  hasn't  been  idle, 
though:  he’s  already  making 
music  as  a governor  of  the  Royal 
Academy  of  Music  and  plays  in  a 
recorder  consort  no  less,  with 
chuns  in  the  leafy  London 
suburb  of  Ealing. 

But  whHe  his  years  at  the  heart 
of  government  have  passed,  the 
man  dubbed  Teflon  Terry  (after 
he  survived  Britain’s  appalling 
economic  performance  in  the 

earty  1990s)  has  lost  none  of  his 
discretion.  Asked  about  recent 
upheavals  at  the  Treasury,  which 
he  left  only  after  an  uneasy  sped 
answering  to  Labour  chancellor 
Gordon  Brown,  the  54-year-old 
won't  be  drawn.  Though  does 
Observer  detect  a hint  of 
schadenfreude  in  the  aside  that 
he’s  been  “watching  from  the 
sidelines  with  interest”? 


Unbugged 


So  who's  jittery  about  the 
millennium  bug? -it  seems  that 
fears  of  impending  doom  on  the 
stroke  of  midnight  come  next 
New  Year's  Eve  might  be 
overstated,  according  to  a new 
poll  by  NOP  carried  out  for 
French  insurance  group  Axa. 
Only  2 per  cent  of  Europeans 
polled  listed  the  bug  as  a source 
of  concern  when  it  comes  to 
economic  prospects. 


The  Netherlands,  apparently,  is 
slightly  more  worried  than  most 
of  its  neighbours:  Italy,  on  the 
other  hand,  isn't  remotely 
bothered.  No-one  in  the  land  of 
La  Dolce  Vita  thinks  of  ft  as  a 
problem.  Suppose  only  time  will 
tell  who’s  right. 

Hard  driving 

Can  it  be  a coincidence?  In  the 
week  Hungary  announced  plans 
for  a gun-toting  corps  of  tax 
police,  some  bright  spark  has 
started  selling  armoured-plated 
BMWs  in  Budapest  So  Magyars 
worried  about  attracting 
unwanted  attention  from  the 
revenue  squad  can  take  refuge  in 
their  very  own  heavyweight 
motor. 

The  new  200-strong  brigade  of 
tax  busters  are  meant  to  be 
chasing  organised  criminals.  But 
there's  a sneaking  suspicion 
among  ordinary  citizens  that 
they’ll  turn  their  attention  to 
softer  targets  in  order  to  meet 
their  annual  quota  Hence  the 
interest  fa  bullet-proof  Beemers. 

The  only  snag  Is  that  anyone 
buying  a BMW  from  local 
entrepreneur  Istvan  FCncs  mil 
have  to  find  a heavyweight 
Ft40m  ($180,000)  - including 
taxes,  of  course.  That’s  more 
than  the  average  Hungarian 
earns  (officially)  fa  a lifetime. 


Volvo's  difficulties  are  most 
acute.  With  output  of  nearly 
400,000  cars  last  year  - one-tenth 
of  Volkswagen,  Europe's  leader  - 
the  Swedish  group  has  only  a 
small  volume  of  cars  on  which  to 
spread  the  spiralling  costs  of 
product  development,  sales  and 
marketing.  And,  unlike  its  bigger 
competitors,  it  cannot  extract  big 
price  cuts  from  its  suppliers 
which  account  for  up  to  60  per 
cent  of  the  cost  of  building  n car. 

BMW’s  position  is  stronger.  U 

made  about  700,000  vehicles  last 
year,  excluding  its  Rover  subsid- 
iary in  the  UK.  Moreover.  BMW 
margins  on  Its  pricey  sports 
saloons  remain  the  envy  of  the 
industry.  Such  profitability 
prompted  Wolfgang  Reitzle.  the 
engineer  credited  with  much  of 
BMW's  recent  success,  to 
announce  in  Detroit  that  1999 
was  the  best  year  in  BMW's 
history. 

But  BMW's  stellar  results  have 
been  overshadowed  by  heavy 
losses  at  Rover,  bought  by  the 
Germans  in  1994.  The  UK  subsid- 
iary’s losses  last  year  are 
believed  to  have  more  than  dou- 
bled to  about  DMSOOm  (£9Smi. 
based  on  BMW's  conservative 
accounting  standards. 

In  Detroit  this  week,  Mr  Reitzle 
rejected  suggestions  BMW  might 
need  a long-term  partner.  “We 
have  the  critical  mass  in  all 
important  areas  in  our  business,” 
he  said.  BMW  would  "solve  the 
problems  at  Rover  as  quickly  as 
possible”  and  preserve  its  inde- 
pendence. But  with  almost  46  per 
cent  of  BMW's  shares  held  by  the 
Quandt  family,  some  analysts 
believe  BMW  will  one  day  have 
to  forge  an  alliance.  The  Quamlt 
family,  they  say.  may  not  have 
deep  enough  pockets  to  finance 
the  continued  expansion  of  BMW. 
or  it  might  decide  to  sell  port  of 
its  bolding  to  diversify  Its  invest- 
ments. 

By  contrast  to  BMW's  fighting 
talk,  Volvo  has  made  no  secret  of 
its  readiness  to  entertain  suitors, 
confirmed  by  this  week's  invest- 
ment banking  appointment.  The  1 
list  of  candidates  include  Volks- 
wagen and  Ford.  But  the  most 
serious  talks,  under  way  for  ' 
about  six  months,  have  been  with 
Flat  of  Italy. 

A Fiat-Volvo  link  would  be  ■ 
almost  as  elegant  as  Daimler-  ' 
Chrysler.  The  two  companies  fit  - 
excellently  in  products  and  grog-  ' 
raphy.  And  Mr  Johansson  is  no 
stranger  to  Italian  business  cul- 
ture. having  worked  for  Electro-  . 
lux,  the  Swedish  white  goods 
group  which  owns  Italy's  Zan-  ; 
ussL  * 

But  a straight  sale  of  Volvo's  • 
car  operations  to  VW  or  Ford,  or  ; 
a full  scale  merger  with  Fiat,  ! 
would  not  be  problem-free. 

Volvo  would  earn  a tidy  sum  if  | 
it  sold  its  car  division.  It  is  less  , 
clear  how  the  cash  could  be  prof-  ■ 
itably  employed.  Volvo  would,  ] 
presumably,  use  the  proceeds  to  I 
further  develop  its  truck,  bus  and  ■ 
construction  equipment  divi-  J 
stems.  But  its  options  there  are  > 
limited.  A marriage  to  Fiat,  on  ' 
the  other  hand,  could  be  stormy  I 
if  Nordic  and  Latin  business  tern-  > 
peraments  were  to  clash.  Volvo's  ; 
predicament  shows  that  corn  pie-  \ 
mentality  alone  may  not  goaran-  • 
tee  a successful  union.  1 

The  year  ahead,  therefore,  is  ! 
likely  to  see  a great  deal  of  ■ 
wooing  and  matchmaking  in  the  ; 
global  car  industry.  And,  like  the  ! 
temperature  difference  between  ■ 
the  ice-bound  Detroit  River  and  ; 
the  steamy  exhibition  centre  on 
its  banks,  rumours  of  further  - 
consolidation  will  continue  to  j 
blow  hot  and  cold. 


Spaced  out 


Where  do  space  men  park  their 
spacecraft?  On  parking  meteors. 


50  years  ago 

Mr.  Marshall  Resigns 
Washington,  Jan.  7.  President 
Truman  to-day  announced  the 
resignation  of  toe  Secretary  of 
State,  Mr.  George  Marshall, 
and  appointed  Mr.  Dean 
Acheson,  a former 
Under-Secretary  of  State,  to 
succeed  him.  Mr.  Marshall 
resigned  for  health  reasons. 

Mr.  Acheson's  appointment 
guarantees  a continuity  of 
foreign  policy.  When  he  was 
Under-Secretary  of  State,  he 
was  most  active  in  formulating 
the  Marshall  Plan,  and  the 
President  re-emphasised 
to-day  that  those  policies  were 
his,  Mr.  Truman's  policies. 

New  French  Problems 
Paris,  Jan.  7.  The  French 
Government  is  now  faced  with 
strong  demands  for  substantial 
new  wage  increases  which  are 
being  pressed  by  aU  trades 
unions.  If  these  claims  are 
met.  the  inflationary  process, 
now  halted,  would  receive  a 
fresh  stimulus,  but  the 
alternative  might  well  be  a 
wave  of  serious  social  unrest 
The  wage  claims  are  based  on 
the  recent  rise  fa  the  cost  of 
living,  and  also  in  rants,  which 
are  considerably  increased  fa 
accordance  with  a new  law. 
The  unions  are  also  asking  for 
a return  to  collective 
bargaining,  abolished  during 
the  war. 
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Crisis,  what  crisis? 


Looking  at  the  latest  US  investment 
banking  results,  last  autumn's  financial 
crisis  might  never  have  existed.  Morgan 
Stanley  Dean  Witter  and  Lehman 
Brothers  have  both  turned  in  record  prof- 
its for  1998.  well  above  analysts'  esti- 
mates. Morgan  Stanley  even  produced 
record  earnings  in  its  fourth  quarter, 
which  spanned  the  rather  ropy  Septem- 
ber to  November  period. 

The  speedy  recovery  of  global  markets 
and  the  continuing  boom  in  merger  and 
acquisition  transactions  has  helped.  But 
the  banks  have  also  shown  they  can  con- 
trol expenses  In  a downturn;  Lehman's 
fourth-quarter  revenues  fell  35  per  cent, 
but  so  did  its  compensation  costs.  And 
despite  some  high-profile  trading  losses, 
largely  in  Russia,  most  of  Wall  Street  did 
a pretty  good  job  in  managing  risk.  This 
is  particularly  true  of  Morgan  Stanley, 
which  also  benefits  from  a more  resilient 
business  mix.  Including  credit  cards  and 
asset  management.  Much  of  this  is 
already  reflected  in  the  stock  prices.  Mer- 
rill Lynch.  Lehman  and  Morgan  Stanley 
have  all  more  than  doubled  since  Octo- 
ber. The  latter  is  once  again  trading  at 
31:  times  book  value.  That  can  only  be 
justified  by  a bullish  outlook  for  world 
markets.  But  if  Morgan  Stanley  can  pro- 
duce a 23  per  cent  return  on  equity  in  a 
year  like  1996,  it  may  be  time  to  rethink 
the  cliche  that  an  investment  bank's 
earnings  are  necessarily  volatile. 

Semiconductors 

Silicon  should  be  back  in  favour  in 
1999.  After  all,  things  could  hardly  get 
worse  for  certain  semiconductor  players 
- such  as  memory  (D-Ram)  chip  manu- 
facturers. Last  year's  bugbear,  massive 
overcapacity,  should  diminish.  Capital 
spending  by  D-Ram  manufacturers 
plunged  by  up  to  40  per  cent  In  1998, 
according  to  some  estimates.  No  new 
D-Ram  plant  is  expected  short-term, 
while  older  manufacturing  capacity 
should  be  taken  out  of  commission.  If  the 
industry  refrains  from  shooting  itself  in 
the  foot  - again  - unit  prices  should 
stabilise  at  about  $10.  Not  great,  but  High 
enough  for  the  more  efficient  companies, 
such  as  Micron,  to  make  profits. 

Of  course,  this  is  not  just  about  supply. 
Demand  for  personal  computers  also 
looks  favourable.  PC  unit  sales  are  expec- 
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ted  to  grow  by  around  15  per  cent  tins 
year,  and  the  manufacturers  have  tight- 
ened inventory  systems  to  avoid  a repeat 
of  last  year's  glut.  This  means  an  easier 
ride  for  Intel,  the  microprocessor  giant. 
But  this  year's  challenge  is  increased 
competition  at  the  lower  end  of  the  mar- 
ket from  National  Semiconductor  and 
AMD.  Intel  is  fighting  back  with  high- 
performance  low-end  chips  for  the 
cheaper  PCs.  More  conservative  organi- 
sations would  shrink  from  the  potential 
cannibalisation  to  mid-market  products 
that  this  could  cause.  But  Intel  has  man- 
aged similar  product  transitions  in  the 
past.  It  should  be  able  to  do  so  again. 

Kirch  Group 

What  price  a stake  in  Kindi,  the  pri- 
vate German  media  group?  This  week’s 
reorganisation  - which  claimed  to  ring- 
fence  Kirch’s  profitable  media  rights  and 
commercial  television  business  from  its 
loss-making  pay -TV  activities  - is 
unashamedly  aimed  at  attracting  strate- 
gic media  investors.  After  all,  over  $lbn 
is  needed  to  turn  around  the  pay-TV 
businesses  and  prepare  them  as  rapidly 
as  possible  for  inclusion  in  the  group's 
IPO  plans,  the  best  solution  to  the  ageing 
Leo  Kirch's  succession  concerns. 

But  what  exactly  wifi  this  unholy  trin- 
ity of  Rupert  Murdoch’s  News  Corpora- 
tion. Silvio  Berlusconi's  Mediaset  and 
Prince  A1  Waleed  get  for  the  3250m  each 
has  been  invited  to  invest?  Kirch’s  own 
assessment  of  its  enterprise  value. 
$13.5bn,  of  which  only  Sl.Tbn  is  reported 


to  be  net  debt,  needs  to  be  taken  with  a 
pinch  of  salt  Valuing  the  media  rights 
and  commercial  TV  operations  at  $8hn 
certainly  unjustifiably  optimistic. 

Furthermore,  If  Kirch  is  really  this 
ungeared  - which  dies  in  the  face  of 
received  opinion  - why  does  It  not  sim- 
ply raise  the  cash  from  banks  rather 
than  sell  its  own  prized  equity?  One  pos- 
sible answer  is  that  the  establishment  of 
an  implied  value  for  the  group  by  the 
formation  of  a "noyau  dor"  - or  core 
shareholder  grouping  - wjU  help  the  IPO 
process.  Pair  enough,  perhaps,  but  News 
Corp’s  shareholders  should  Hormmrt  a lot 
more  than  the  3 per  cent  stake  currently 
on  offer  in  return. 

Kellogg 

Rarely  has  a company  so  squandered 
its  inheritance.  Carlos  Gutierrez,  Kell- 
ogg's new  chief  executive,  will  not  need 
reminding  that  a decade  ago  the  cereal 
maker  had  twice  the  US  market  share  of 
its  nearest  rival  and  went  virtually 
unchallenged  internationally.  Today  it  is 
neck-and-neck  with  General  Mills  at 
home,  and  suffering  elsewhere  at  the 
hands  of  Cereal  Partners  Worldwide,  a 
General  MUls/Nestie  joint  venture.  Kell- 
ogg's 1998  profits  will  be  lower  than  in 
1992,  while  its  stock  has  underperformed 
the  US  market  by  45  per  cent  over  the 
past  year. 

The  group  is  taking  corrective  action, 
it  has  cut  US  staff  25  per  cent  to  save 
SI 65m,  reinvesting  this  in  marketing,  it 
Is  launching  sew  products  and  adding 
calcium  to  others  to  appeal  to  health-con- 
scious consumers.  And  file  traditionally 
insular  Kellogg  at  last  seems  prepared  to 
hire  outsiders  and  promote  younger 
managers  - Mr  Gutierrez  is  only  45. 

Even  so.  he  may  have  to  think  more 
Imaginatively  The  US  cereal  market  Ha« 
shrunk  10  per  cent  In  five  years  as  people 
hare  switched  to  bagels  and  muffins. 
Meanwhile,  powerful  food  retailers  are 
increasing  the  pressure  on  producers. 
Consolidation  is  the  obvious  answer. 
With  39  per  cent  of  the  world  market, 
Kellogg  could  not  buy  another  cereal 
maker.  But  it  could  improve  distribution 
and  its  clout  with  retailers  by  merging 
with  a similar-sized  find  company.  Nab- 
isco, once  fully  demerged  from  RJR  Nab- 
isco, might  make  a neat  fit. 
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Europe  today 

It  will  bo  very  cold  in  Scandinavia, 
although  m Denmark  any  snow  will 
turn  to  run.  Other  parts  at  southern 
Scandinavia  will  have  significant 
snowfall,  with  snow  showers  to  the 
north.  Rain  m north-west  Europe 
wtQ  spread  south-east  across 
central  areas.  As  the  rain  clears,  ft 
win  brighten,  but  there  win  stfU  be 
sorno  snarp  showers.  The  northern 
fbenan  peninsula  wdl  hove  showers, 
but  the  south  win  be  dry  and  warm. 
Fog  m south-eastern  areas  may 
bnger.  Most  of  the  Mediterranean 
will  have  sunshine.  Eastern  Europe 
win  have  outbreaks  of  snow. 

Rw-day  forecast 

Ram  will  spread  across  most  of  the 
Iberian  pertnsute  and  the 
Mediterranean.  It  wfl  turn  colder  in 
the  north- west  with  snow. 
Scandinavia  and  the  north-east  wfl 
remain  very  cokJ  and  wintry  with 
further  snow.  The  south-east  wiB 
have  ^»Bs  of  rafri,  with  snow  over 
higher  ground. 


Sfoatron  ar  midday.  Temperatures  madmum  for  day.  Forecasts  by  ‘R'YWEATHERCENrRE 
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By  Geoff  Dyer  ta  Sao  Patio 


Brazil  provoked  a new  round  of 
nervousness  In  international  finan- 
cial markets  yesterday  after  one  of 
the  country’s  largest  state  govern- 
ments formally  declared  a morato- 
rium on  its  R$l&5bn  (CfeShn)  debt 
with  the  Brazilian  federal  govern- 
ment. 

The  announcement  that  Minas 
Gerais,'  the  third  most  economically 
powerful  state,  had  suspended  inter- 
est payments  for  three  months, 
rekindled  fears  that  Brazil  would  not 
be  able  to  implement  a fiscal  auster- 
ity plan  agreed  with  the  Interna- 
tional Monetary  Fund. 

The  plan  was  designed  to  stave  off 
a currency  crisis,  which  could  have 
serious  knock-on.  effects  for  markets 
worldwide. 

Share  prices  in  Brazil,  Latin  Amer- 
ica's largest  economy,  had  fallen  544 
per  cent  by  late  yesterday  aftemoon- 
News  of  the  stand-off  also  helped 
push  the  dollar  lower  and  contrib- 
uted to  weaker  prices  on  Wall  Street 
vesterdav  after  Wednesday's  record 


Analysts  said  the  moratorium 
could  create  a serious  crisis  for  the 
government  of  Fernando  Henrique 
Cardoso  if  other  states  followed  suit. 
However,  some  analysts  said  Itamar 
Franco,  the  governor  of  Minas  and  a 
former  president,  had  made  a mis- 
judgement which  would  leave  him 
politically  Isolated. 

Minas  is  one  of  34  of  the  2*7  Brazil- 
ian states  which  have  restructured 
around  R$S0bn  of  debt  with  the  fed- 
eral government  Many  were  on  the 
verge  of  bankruptcy.  Minas  refin- 
anced its  debts  over  30  years  at  an 
interest  rate  of  about  7 per  cent  well 
below  the  current  overnight  rate  of 
29  percent 

Mr  Franco,  who  was  sworn  in  as 
governor  on  Friday,  said  Minas 
could  not  repay  the  debt  because  the 
state  was  in  “financial  chaos**.  He 
warned  the  federal  government  not 
to  retaliate  by  withholding  fiscal 
transfers  to  the  state.  “If  these 
threats  materialise,  we  will  know 
how  to  respond,'’  he  said. 

But  the  federal  government  main- 
taino/i  firm  stance  against  concas- 


wtll  not  accept  impositions  from 
anyone  and  will  continue  to  abide  by 
the  law”  said  Pimenta  da  Vdga,  the 
communications  minister,  following 
a meeting  with  Mr  Cardoso. 

However  two  large  states,  Bio  de 
Janeiro  and  Rio  Grande  do  Sul,  have 
already  called  for  their  debts  to  be 
re  negotiated  and  have  said  they 
would  withholding  Interest  . 

payments.  ,i 

Mr  Franco,  who  is  a member  of  .1 
the  Brazilian  Democratic  Movement  a 
(PMDB),  which  supports  the  gotten.  ‘ 
meat,  has  called  a meeting  of  gover- 
nors from  opposition  parties  .on  Jan- 
uary lfl,  to  generate  backing  for  bis  - 
stance. 

The  government,  which  is  trying 
to  push  through  a R$28bn  package  of 
emergency  budget  cuts,  needs  the 
support  of  state  governors  for  sev- 
eral of  its  proposals,  including  tax 
reform.  It  could  also  face  problems 
in  f-rei  gross  if  members  of  the  PMDB 
or  the  Minas  delegation,  strongly 
favour  Mr  Franco. 

reism  fains  Brazilian  bank.  Pane  20 


Mandela  in  move  to  bring  , 
Lockerbie  suspects  to  trial  " 


By  Robert  Peston  in  Pretoria 


Nelson  Mandela,  the  retiring  South 
African  president,  yesterday  made  a 
last  ditch  attempt  to  resolve  the 
imp»w»  over  the  extradition  of  Lib- 
yan suspects  tn  the  1988  Lockerbie 
airline  bombing. 

Following  fe»lk«  at  his  nffirfal  resi- 
dence with  Ttmy  Blair,  the  British 
prime  minister.  Mr  Mandela  said 
they  were  “on  the  way  to  resolving 
all  outstanding  issues”,  which  would 
aten  lead  to  the  lifting  of  aanrtjnrm 
against  Libya.  The  two  heads  of  gov- 
ernment have  agreed  that  Mr  Mand- 
ela's senior  foreign  affairs 
Jakes  GerweL  will  fly  to  Tripoli  with 
Prince  Bandar,  the  Saudi  ambassa- 
dor to  Washington,  for  a special 
meeting  with  Colonel  Gadaffi,  the 
Libyan  leader. 

Mr  Blair  has  asked  the  United 
Nations  Sanctions  Committee  for  a 
special  dispensation  to  allow  the  dip- 
lomats' aircraft  to  land  in  Tripoli 

He  has  accepted  the  necessity  of 
reassuring  Colonel  Gadaffi  that  the 
UK  and  US  have  genuinely  given  in 
to  the  Libyan  request  for  the  two 


suspects  in  the  bombing  of  a 
Pan- Am  aircraft  to  be  tried  in  a neu- 
tral third  country,  the  Netherlands. 

But  a senior  UK  official  said  Mr 
Blair  was  not  prepared  to  concede 
any  further  Libyan  demands.  He 
would  not,  for  example,  permit 
imprisonment  of  the  two  - Abdul 
Basset  Ah  ai  Megrahi  and  Leman 
Khalifa  Fhimah  - anywhere  apart 
from  Scotland,  where  the  atrocity 
took  place,  if  they  were  found  guilty. 

Mr  Blair,  in  an  open-air  press  con- 
ference, lavished  praise  on  Mr  Mand- 
ela, due  to  retire  this  year  and  likely 
to  be  replaced  by  bis  deputy.  Thabo 
Mheiri.  Mr  Mandate  represented  “pol- 
itics as  it  can  and  should  be”  and 
had  been  “a  shining  light”  which 
would  never  be  rfirainwhpd. 

On  the  second  day  of  bis  South 
African  visit,  Mr  Blair  announced  a 
40  per  cent  increase  in  British  aid  to 
the  country,  lifting  it  to  a total  of 
£9ftm  (5150m)  over  the  coming  three 
years.  This  would  be  spent  on  educa- 
tion. environmental  projects  and  ini- 
tiatives to  promote  public  sector 
reform  and  democracy. 

The  two  governments  also  signed 


a Declaration  of  Intent  that  British 
dofonr-a  companies,  that  are  expec- 
ted to  win  defence  contracts  worth 
about  £lbn  from  South  Africa,  would 
match  this  with  significant  indus- 
trial investment  “It’s  a way  of  reas- 
suring the  South  Africans”  said  a 
senior  British  official. 

Mr  Blair's  visit  has  prompted  pop- 
ular protest  at  the  UK’s  involvement 
in  the  recent  airs  trikes  on  Iraq.  Mos- 
lem demonstrators  in  Cape  Town 
yesterday  burnt  the  union  flag  and 
chanted  "death  to  Tony  Blair”  before 
being  dispersed  by  South  African 
police  firing  stun  grenades. 

Mr  Blair  will  today  address  the 
South  African  parliament  in  Cape 
Town,  although  much  of  his  mes- 
sage wlD  be  directed  at  the  UK,  fol- 
lowing  the  recent  resignations  of 
three  senior  members  of  his  govern-  t 
ment 

He  will  say  that  bis  government  is 
embarked  on  “the  transformation  of 
the  country  and  its  Institutions”  and 
is  prepared  to  risk  attacks  from  its 
traditional  supporters. 


Blair  builds  on  ANC  ties.  Page  6 
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Without  question,  the  Euro  presents 
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: . ^ Corporate  bond  defaults  surge 

nii  Ths  number  of  US  companies  defaulting  on 
::  ■' 1x30(1  ob^flatiorts  almost  doubled  in  1998, 

- '!■  r*  £ as  total  worldwide  bond  defaults  surged  to  a 
’ -r.  five-year  peak  of  $29  -3bn,  up  from  just  $9.3bn 

• '**5 : *°  1997-  according  to  Moody’s  Investor  Service. 

• . the  rating  agency.  Rage  21 

‘Local’  traders  to  receive  Griffin  cash 

Grant  Thornton,  the  accounting  firm  winding  i# 
the  Griffin  Trading  Company,  did  not  reveal  how 
V L 4 jnuch  money  had  been  frozen  after  its  collapse. 
”-;i  i?  L,  but  said  “local”  traders  should  receive  some 
: : - payment  In  two  months.  Page  23 

. • v Capespan  to  provide  all-year  service 

Capespan.  the  fruit  marketing  group  created  by 
’H.  the  merger  of  South  African  fruit  groups  Unt- 
fruco  and  Outspan  International,  will  be  among 
^ the  world's  top  five,  wilt  benefit  from  lower 
: f*  2 costs  and  will  be  able  to  offer  a year-round  ser- 
vice  to  big  buyers.  Commodities.  Page  28 

WaMu  expected  to  dose  branches 

r Washington  Mutual,  now  the  largest  thrift  In  its 

? sector,  now  faces  the  task  of  making  last  year’s 

- acquisitions  of  HFAhmanson  and  Great  West- 
ern pay  off  in  the  long  term.  Widespread 
^SS*  branch  closures  seem  likely.  Page  21 

Argentine  mine  feces  test  of  success 

. The  future  of  Argentine  mining  may  rest  on  the 

$1-2bn  Bajo  de  laAiumbrera  open-cast  mine, 
inn  the  country's  flagship  mining  project  But  the 
mine,  which  has  been  in  production  for  a year, 
Q ■ faces  depressed  metals  prices  and  budgetary 
L • j it  difficulties.  Commodities,  Page  28 

/ NTPC  expected  to  issue  global  bond 

State-owned  National 
Thermal  Power  Corpo- 
ration, India’s  largest 
power  generator,  is 
expected  to  tap  the 
international  capital 
market  soon  with  a 
bond  issue,  toe  first  by 
an  Indian  corporate  in 
nearly  18  months.  The 
move  would  be  seen 
as  an  indicator  of  inter- 
est  in  Indian  debt,  and 
- v might  persuade  the  government  of  Afal  Behari 
. - ' Vajpayee  (above)  that  it  is  time  to  issue  a debut 

- J".  sovereign  bond.  Capital  Markets,  Page  26 

Lisbon  benefits  from  joining  euro 

Since  joining  the  euro,  Portugal’s  BVL  30  index 
- has  gained  10  per  cent  As  investors  switch 

from  domestically  orientated  portfolios  to  euro- 
",  , .based  benchmarks  and  from  bonds  to  equities, 

_ .7  fj,  Lisbon  could  see  a $9bn  inflow  of  funds 
■ T7‘  f In  1999.  Emerging  Market  Focus,  Page  38 

. / Statoil  in  talks  with  Polish  group 

Statoil,  Norway's  state-owned  oU  company.  Is  in 
talks  to  sell  gas  to  the  Polish  01!  and  Gas  Com- 
pany. The  deal,  which  could  lead  to  the  building 
‘ " of  a $1  bn  pipeline,  would  be  its  first  gas  sale  in 

the  Polish  market  Commodities,  Page  28 
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Ford  sXs  to  cut  $lbn  in  costs 

Carmaker  committed  to  boosting  investor  returns  through  dividends  and  share  price  rises 


By  Nikki  Tail  in  ***«»g« 

! Ford  Motor  Company,  the 
second  largest  of  the  US  car 
and  track  makers,  is  aiming  to 
squeeze  a further  31bn  out  of 
the  group’s  cost  base  in  1999. 

Relentless  cost-cutting  - 
from  raw  maipriais,  manufac- 
turing processes,  suppliers, 
and  labour  - has  been  a major 
factor  is  Ford's  performance 
recently,  and  although  other 
domestic  rivals  have  pursued  a 
similar  course.  Ford  has 
generally  been  seen  as  the 
most  aggressive  player  on 
costs. 

Its  new  1999  target  matches 
the  objective  set  both  last  year 


Morgan 

Stanley 

reports 

record 

earnings 

By  Tracy  Corrigan  fa  New  York 


Morgan  Stanley  Dean  Witter, 
which  yesterday  reported 
record  fourth-quarter  earnings. 
Is  “seriously  considering” 
opening  half  a dozen  retail 
brokerage  outlets  in  Japan, 
according  to  Bob  Scott,  the 
company's  finance  director. 

The  financial  services 
group  also  plans  to  roll  out  its 
Discover  credit  card,  which 
accounts  for  about  20  per  cent 
of  earnings,  in  one  or  two  over- 
seas markets  this  year. 

The  UK  is  likely  to  be  a tar- 
get market  The  new  head  of 
Discover  Financial  Services, 
David  Nelms,  was  previously 
vice  chairman  of  MBNA,  the 
US  credit  card  company,  where 
he  headed  its  successful 
entry  into  the  UK  market  in 
1994. 

Morgan  Stanley’s  entry  into 
tf>p  Japanese  retail  market  fol- 
lows forays  into  Japan  by  a 
handful  of  US  fmanriai  instit- 
utions last  year,  including 
Merrill  Lynch,  which  bought 
the  now  defunct  Yamal  chi 
Securities'  brokerage  network, 
and  Citigroup's  Salomon 
Smith  Barney,  which  has 
partnered  Nlkko  Securities. 
Last  month,  PaineWehber 
announced  a tie-up  with 
Yasuda  Mutual  life  Insurance. 

Morgan  Stanley  considered 
opportunities  to  acquire  or 
partner  Japanese  firms,  includ- 
ing Daiwa  Securities,  accord- 
ing to  people  familiar  with  the 
firm,  but  has  decided  that  it  is 
more  attractive  to  attempt  to 
target  profitable  segments  of 
the  brokerage  market. 

Many  Japanese  brokerage 
firms  operate  vast  networks 
but  only  have  about  half  a 
dozen  highly  profitable  broker- 
age offices. 

Morgan  Stanley  also  feels  it 
will  be  better  placed  to  assess 
future  acquisition  opportun- 
ities if  it  has  a foothold  in  the 
market,  according  to  Mr  Scott 

Morgan  Stanley  and  Lehman 
Brothers  yesterday  both 
reported  record  earnings  for 
the  year  and  beat  analysts’ 
expectations  for  the  fourth 
quarter. 

Morgan  Stanley’s  fourth- 
quarter  net  operating  income 
of  3879m.  after  a 3345m  after 
tax  gain  from  the  sale  of  busi- 
nesses. was  9 per  cent  up  on 
last  year,  while  diluted 
earnings  per  share  of  $1.49 
were  up  15  per  cent.  Return  on 
equity  was  27  per  cent  for  the 
quarter  and  22.7  per  cent  for 
the  year. 

“What  we  have  learnt  about 
Morgan  Stanley  Is  that  the 
world's  financial  markets  can 
collapse  and  these  guys  can 
still  earn  returns  of  more  than 
20  per  cent,"  said  SaDie  Kraw- 
check,  financial  services  ana- 
lyst at  Sanford  C Bernstein. 

She  noted  that  Morgan  Stan- 
ley's broad  business  mix  - 
which  indudes  US  brokerage 
and  credit  cards  as  well  as 
investment  banking  - and 
tight  risk  management  were 
key  factors  in  the  firm's  strong 
performance. 

Lehman  reported  net  income 
of  $74m  for  the  quarter,  down 
from  $l85m  a year  ago,  and  a 
return  on  equity  of  5.6  per 
cent,  compared  with  \&S  per 
cent  a year  ago. 

Lehman's  earnings  and  reve- 
nues of  |4Jbn  and  $736m  for 
the  year  both  set  new  records. 
In  the  fourth  quarter,  the 
firm's  fixed  income  business 
was  profitable  overall,  despite 
market  turmoil,  according  to 
chief  financial  officer  John 
CedL 


and  in  1997.  However,  Ford  has 
already  easily  outstripped 
those,  goals,  saving  around 
$1.9bn  in  the  first  nine  months 
of  1998  and  $3bn  in  the  previ- 
ous IS  months. 

Disclosing  the  company's 
financial  targets  for  1999  to 
analysts  in  Detroit  yesterday, 
the  company  also  said  that  It 
was  setting  a new  Objective  of 
providing  a total  shareholder 
return  - dividends  plus  share 
price  appreciation  - in  the  top 
quartOe  of  the  S&P  500  group 
of  companies  “over  time". 

This  broadly  matches  some 
of  the  compensation-related 
management  incentives  intro- 
duced last  year,  although  these 


operate  with  a more  precise 
three-year  target  period. 

Meanwhile,  in  its  big  domes- 
tic market.  Ford  said  it  would 
again  *»m  to  achieve  an  after- 
tax return  on  sales  that  tops  5 
per  cent  Like  the  cost-saving 
objective,  this  mirrors  the  goal 
set  for  1998  - which  Ford  was 
comfortably  on  track  to  meet 
at  the  nine-month  stage,  when 
it  was  posting  a 5.7  per  cent 
figure.  Ford  has  acknowledged 
that  the  US  auto  market  may 
lose  a little  steam  in  the  cur^ 
rent  year,  but  is  still  officially 
forecasting  industrywide  sales 
of  more  Qian  15m  units,  coon- 
pared  with  1998’s  15.6m. 

However,  the  company's 


1999  goals  for  its  main  interna- 
tional operations  are  less  pre- 
cise and  demanding.  The  objec- 
tive in  the  highly  competitive 
European  market  will  just  be 
to  “grow  earnings".  Last  year. 
Ford  said  its  aim  was  to  make 
a profit  - something  it  was 
managing  to  do  in  the  first 
nine  months  of  1998.  despite  a 
loss  in  the  third  quarter. 

In  South  America,  mean- 
while, Ford  is  talking  only  of 
“improving”  operating  results. 
Here,  it  had  hoped  to  break 
even  in  1998.  but  had  sunk  into 
the  red,  to  the  tune  of  375m.  at 
the  nine-month  stage. 

One  of  the  few  businesses  to 
face  a more  challenging  target 


will  be  Visteon,  the  parts  sup- 
ply business,  which  Ford  may 
seek  to  spin  off  at  some  stage, 
though  probably  not  in  1999.  It 
is  being  asked  to  add  at  least 
$2bn  of  new  business  and 
boost  earnings  growth.  Last 
year’s  target  was  $L5bn.  and 
by  the  nine-month  stage,  Vis- 
teon had  managed  $l.Sbn. 

Ford  has  also  set  a capital 
spending  target  for  the  group 
overall  of  $8.5bn  this  year, 
although  this  includes  capital- 
ised software.  In  the  first  nine 
months  of  1998,  the  figure  was 
running  at  $5.7bn. 

Fast  and  loose  to  Detroit,  Page  17 
Size  b the  bus,  Pago  20 
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Toys  R Us  reported  heavy  decfines  In  December  sales,  highlighting  the  weak  state  of  the  toy  and  department  store  sectors.  Betaflers  had  expected 
one  of  the*  best  Christmases,  but  sales  of  winter  clothes  were  hit  when  much  of  the  US  fouid  itself  basking  in  warm  weather.  Page  21  AP 


INFORMAL  MOVE  PROMPTED  BY  SPEED  OF  CONSOLIDATION  IN  WIRELESS  BUSINESS 


AirTouch  approached  by  MCI 


By  Rtehanf  Waters  and 
WBaai  Lewis  h Now  York 

MCI  WorldCom  is  understood 
to  have  made  an  Informal 
approach  to  AirTouch  to 
express  its  interest  in  making 
a bid  for  the  US  wireless  car- 
rier, already  the  subject  of  two 
takeover  offers. 

The  move  by  MCI  is  the  lat- 
est sign-  of  the  widespread 
interest  touched  off  id  the  tele- 
communications industry  by 
the  two  recent  offers. 

Executives  from  Vodafone, 
the  UK-based  carrier,  met  Air- 
Touch  officials  for  the  first 
time  yesterday  to  discuss  their 
own  stock-and-cash  offer, 
worth  about  $55bn,  while  Bell 
Atlantic,  the  US  local  carrier, 


has  offered  about  345b  n in 
stock. 

Any  bid  from  MCI 
WorldCom  would  mark  a shift 
in  strategy  for  Berme  Ebbers, 
the  company's  Chief  executive. 
Mr  Ebbers  has  said  that  wire- 
less is  a low  priority  for  his 
company,  at  least  for  the  next 
few  years.  In  addition,  his 
main  focus  on  providing  ser- 
vices to  large  International 
business  customers  would  not 
make  AhTouch’s  largely  con- 
sumer, regional  business  a nat- 
ural fit 

However,  the  scarcity  of  Mg 
wireless  companies,  and  the 
speed  of  consolidation  in  the 
wireless  business  both  in  the 
US  and  Europe,  has  at  least 
prompted  MCI  WorldCom  to 


run  its  slide-rule  over  the  com- 
pany. 

Like  Vodafone.  MCI  World- 
Com has  a highly-valued  share 
to  use  as  a takeover  currency 
in  any  bidding  war.  Mr  Ebbers 
has  already  proved  himself 
willing  to  step  in  opportunisti- 
cally in  sucb  situations,  hav- 
ing snatched  long-distance  car- 
rier MCI  from  under  the  noses 
of  rival  bidder  British  Tele- 
communications. 

“It  stands  to  reason  he 
would  take  a look  [at  Air- 
Touch],'’  one  person  dose  to 
the  situation  said  yesterday. 

Other  large  US  and  Euro- 
pean telecoms  companies  are 
also  believed  to  have  cast  an 
eye  over  both  AirTouch  and 
Vodafone,  though  none  is 


known  to  have  approached 
either  company. 

Any  rival  bidders,  however, 
would  have  to  compete  with 
Vodafone’s  attempted  knock- 
out bid  for  AirTouch.  which 
values  the  company  at  a 50  per 
cent  premium  over  its  price  a 
month  ago.  “Jt  isn’t  exactly 
cheap.”  said  one  of  many 
investment  bankers  who  have 
spent  this  week  attempting  to 
flush  out  a rival  offer  for  the 
San  Francisco- based  company. 

Vodafone  itself  is  the 
constant  subject  of  takeover 
interest  from  bigger  wireline 
carriers,  and  this  week’s 
events  have  intensified  that 
interest,  the  banker  added. 


Interview,  Page  24 


German  bonds 
set  for  euro-zone 
benchmark  status 
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By  Edwart  Luce  in  London 
and  Saner  tskaodar  in  Paris 

German  government  bonds 
appear  to  be  becoming  the 
benchmarks  for  the  euro-zone, 
in  preference  to  their  French 
counterparts. 

Demand  for  the  future  in  the 
10-year  German  government 
bond  - a key  element  of  the 
battle  for  supremacy  - has 
been  more  thsm  ten  timac  the 
level  of  turnover  in  the  future 
on  the  10-year  French  govern- 
ment bond  this  week. 

Turnover  in  the  German 
future  was  444,000  contracts 
against  just  28,000  for  the 
French  future  yesterday. 
Bankers  attribute  much  of  the 
bund's  success  to  the  prefer- 
ence by  ns  and  Japanese  bor- 
rowers for  the  German  market. 

This  was  confirmed  in  the 
strong  non-European  demand 

for  the  Bundesbank's  €7.8bn 
(36L23hn)  10-year  bond  auction 
on  Wednesday  - its  first  in  the 
single  currency.  "Japanese 
investors  clearly  see  the  Ger- 
man bond  market  as  the 
benchmark  for  the  euro,”  said 
Sally  Wilkinson,  an  economist 
at  Daiwa  Europe. 

Demand  for  German  fronds 
Is  likely  to  be  boosted  by  the 
removal  of  investment  restric- 
tions on  large  French  insur- 
ance companies.  Before  the 
creation  of  the  euro,  they  had 
to  Invest  80  per  cent  of  their 
assets  in  the  domestic  market. 

French  bankers  yesterday 
conceded  the  success  of  the 
bund  market  over  the  French 
OAT  market.  Ten-year  OATs 
were  yielding  9 basis  points 
more  than  equivalent  bunds 
after  the  French  government 
bond  auction  yesterday.'  For 


most  of  the  past  three  years, 
they  traded  at  a lower  yield 
than  bunds.  The  spread  does 
not  appear  to  reflect  any  genu- 
ine difference  in  creditworthi- 
ness, as  both  countries  have 
AAA  ratings. 

"It  Is  rxm  dear  the  reference 
for  10-year  yields  in  Europe  is 
going  to  be  the  bund,”  said  an 
executive  at  a French  bank 
with  a presence  in  Germany. 
“The  question  far  the  future  is: 
win  they  stop  at  the  10-year?” 

Until  recently,  the  French 
monetary  authorities  thought 
reforms  of  the  domestic  bond 
market,  which  had  been  mod- 
elled mi  the  US  Treasury  mar- 
ket, would  more  than  offset 
France’s  handicap  relative  to 
Germany  in  terms  of  total  size. 
The  reforms  included  a 

sophisticated  bond  repurchase 
facility  and  the  introduction 
last  year  of  inflation-linked  - 

or  Indexed  - bonds.  In  addi- 
tion, the  French  Treasury  con- 
centrated bond  Issues  in 
unusual  maturities  including 
three-year  and  seven-year 
bonds  in  the  hope  of  offering 
features  that  were  absent  from 
the  German  market 

Bankers  dismissed  the 
chances  of  the  emergence  of  a 
combined  German/French 
enro-denomi nated  yield  curve. 
“Traders  need  a unified  refer- 
ence," said  the  French  banker. 

One  consolation  for  France 
is  that  Matif,  its  derivatives 
exchange,  appears  to  be  beat- 
ing Its  German  counterpart, 
Eurex,  m the  battle  for 
supremacy  on  the  euro-zone's 
interest  rate  future,  known  as 
the  euribor  contract 

Boost  for  Mg  companies.  Page  20 
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Shares  in 
Volvo  rise 
5%  on  car 
arm  move 

By  Tim  Burt  m Stockholm, 

Paul  Bette  In  Htan  and 
WBOam  Lewis  in  New  York 


Shares  in  Volvo,  the  Swedish 
automotive  group,  jumped 

5 per  cent  yesterday  after  the 
disclosure  that  It  had  hired  a 
US  investment  bank  to  explore 
a possible  sale  or  merger  of  its 
car  division,  its  largest  seg- 
ment. 

Investors  viewed  the  hiring 
of  the  investment  bank  - said 
by  people  close  to  the  company 
to  be  J.P.  Morgan  - as  the 
clearest  sign  to  date  that  Volvo 
was  seriously  considering  stra- 
tegic options  on  the  future  of 
its  car  arm. 

J.P. Morgan  and  Volvo  yes- 
terday declined  to  comment. 

The  US  investment  bank  has 
a long  relationship  with  Volvo, 
for  which  it  has  handled  a 
number  of  transactions  - most 
recently  placement  of  the 
Swedish  group's  remaining 
shares  in  Pharmacia  & Upjohn, 
the  Swedish-US  drugs  group. 

Investment  bankers  in 
Stockholm  said  J.  P.  Morgan's 
appointment,  with  a sell-side 
mandate  for  Volvo  Cars,  indi- 
cated that  talks  with  potential 
bidders  such  as  Ford  of  the  US 
and  Flat  of  Italy  had  entered  a 
more  formal  phase. 

“This  means  the  negotia- 
tions have  come  far  enough  for 
Volvo  to  ask  the  bank  to  seri- 
ously investigate  a deal.”  said 
one  corporate  finance  adviser, 
wbo  declined  to  be  named. 

A person  close  to  Volvo 
warned  that  any  deal  was 
some  way  from  being 
announced  and  that  “this 
frenzy  of  speculation  is  hardly 
helping  matters”. 

Volvo’s  shares  rose  Skrll  to 
Skr222.50,  compounding  a rise 
of  14  per  cent  this  week. 
Shares  in  Fiat,  tipped  as  a 
likely  bidder  for  Volvo  Cars, 
fell  by  9.2  cents  to  €3.254. 

Although  the  Turin-based 
group  has  declined  to  com- 
ment on  tbe  latest  merger 
speculation,  Paolo  Cantarella, 
Fiat  chief  executive,  confirmed 
this  week  that  the  group  had 
no  intention  of  standing  still 
following  last  year's  Daimler- 
Benz-Cbrysler  merger.  Fiat 
intended  to  enter  into  any 
eventual  alliance  from  a posi- 
tion of  strength,  playing  a 
leading  role  and  not  acting  as 
a sleeping  partner. 

Industry  analysts,  however, 
warned  that  any  talks  could 
founder  on  how  to  preserve 
the  Volvo  brand. 


Detroit  rumour  ran,  Page  17 
Size  Is  the  issue,  Page  20 
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CARMAKING  FRENCH  GROUP  POISED  TO  OVERHAUL  VOLKSWAGEN  AS  THE  CONTINENT’S  BEST-SELLING  BRAND 


Renault  set  to  become  European  leader 


By  Santer  Monbr  in  Paris 

Renault,  the  partly 
privatised  French  automo- 
bile group.  is  set  to  overtake 
Germany's  Volkswagen  to 
become  Europe's  best-selling 
ear  brand  for  the  first  time 
in  15  years,  according  to  pre- 
liminary 1998  sales  figures. 

The  figures  should  comfort 
Renault,  which  has  set  itself 
an  ambitious  target  of  dou- 
bling its  global  sales  to  4m 
by  2010. 

Francois  Hinfray,  sales 


director,  said  yesterday  Ren- 
ault had  sold  a record  2J3m 
vehicles  worldwide  last  year, 
up  15.8  per  cent  from  1997.  In 
western  Europe,  the  com- 
pany controlled  11  per  cent 
of  die  market,  up  one  per- 
centage point  from  the  previ- 
ous year  and  slightly  ahead 
of  VWs  10A  per  cent. 

Renault  recently  forecast 
that  net  profits  for  1998 
would  be  “significantly 
higher"  than  1997’s 
FFr5.43bn  (€828m,  $970m). 
First-half  net  profits  were 


FFT4.44bn,  almost  three 
times  the  FFri.87bn  figure 
tor  the  firat  half  of  1997. 

Renault  said  its  strong 
sales  performance  was 
partly  attributable  to  the 
success  of  its  Megane  medi- 
um-sized range,  whose  sales 
rose  more  than  90  per  cent, 
making  it  Europe's  second 
most  popular  model,  up  from 
seventh  position  in  1997.  The 
launch  in  March  of  the  new 
Clio  n hatchback  also 
helped,  as  did  design  face- 
lifts to  the  Twin  go  city  car 


Size  is  the  issue  as  rivals 
eye  Volvo  car  division 

Ford  and  Rat  may  bid  for  Swedish  group,  writes  Tim  Burt 


and  the  upper-medi  urn-sized 

Laguna  sedan. 

Renault  was  optimistic 
that  last  year’s  favourable 
market  conditions  in  France 
signalled  a tumraund  from 
the  previous  year.  In  1997, 
sales  were  slow  in  the 
French  market  after  the 

removal  of  government-spon- 
sored incentives  which  had 
bolstered  the  sector  over  the 
previous  two  years. 

Between  1995  and  1997, 
successive  governments 
offered  cash  payments  to 


Volvo:  a long  pedigree 


owners  who  scrapped  old 
cars  to  bay  new  ones.  Poten- 
tial car  buyers  postponed 
their  purchases  when  the 
scheme  was  halted  in  1997, 
in  the  hope  it  might  be 
revived  in  some  form. 

Market  conditions  were 
favourable  in  most  European 
countries,  where  economic 
growth  was  recovering,  Ren- 
ault said.  Notable  exceptions 
were  the  UK,  where  eco- 
nomic activity  in  general 
slowed  In  the  second  half, 
mid  Italy,  where  government 


the 


incentives  similar  to 
French  schemes  ended. 

Commercial  vehicles 
showed  the  best  perfor- 
mance, with  sales  rising 
per  cent,  compared  with  145 
per  cent  for  private  cars. 

The  emerging  markets 
sis.  while  taking  its  toll 
Aslan  sales,  did  not  affect 
sales  In  Russia,  which  grew 
25  per  cent  to  2500-  North 
Africa  was  also  a high 
growth  area,  with  sales  up 
per  cent  in  Morocco  and 
per  cent  in  Egypt 


cri 
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Leif  Johansson,  Volvo 
chief  executive,  returned 
to  work  this  week  to  find 
that  the  share  price  of  the 
Swedish  automotive  group 
had  jumped  more  than  20 
per  cent  in  his  absence. 

The  rise  In  the  shares  has 
been  fuelled  by  sustained 
speculation  that  the  com- 
pany - arguably  Sweden's 
most  prestigious  industrial 
icon  - could  be  the  target  of 
-j  takeover  bid  or  merger 
proposal  from  one  of  its 
larger  global  rivals.  Ford  of 
the  US  and  Italy's  Flat  have 
emerged  as  the  most  touted 
bidders,  although  both  have 
distanced  themselves  pub- 
licly from  an  outright  bid. 

This  week,  it  emerged  that 
a leading  US  investment 
bank  had  received  a "sell- 
side"  mandate  covering  Vol- 
vo's car  division,  its  largest 
business.  The  mandate  - 
under  which  the  bank  would 
receive  only  a nominal  fee  if 
it  failed  to  find  a buyer  - 
appeared  to  indicate  for  the 
first  time  that  Volvo  would 
consider  an  approach  lead- 
ing to  a new  ownership 
structure  for  Volvo  Cars. 

“Ford  is  heavily  courting 
Volvo  and  many  people  on 
the  cars  side  are  very  inter- 
ested in  that."  said  one 
investment  banker  yester- 
day. “But  there,  are  a num- 
ber of  other  parties  floating 
around." 

Fpr  Volvo,  seeding  ajjart- 
nor 'tir  possible  buyeirTs  an 
admission  that  in  the 
medium  term  it  might  not  be 


able  to  fund  new  model 
developments  from  its 
resources.  It  produces  less 
than  400,000  cars  a year  and 
has  acknowledged  It  cannot 
become  a volume  manufac- 
turer organically. 

But  the  decision  to  appoint 
an  investment  bank  to 
explore  a transaction  involv- 
ing only  the  car  division 
raises  more  questions,  than  it 
answers.  The  industrial  logic 
is  clear  for  Ford  or  Fiat,  but 
less  so  for  Volvo.  For  the  US 
carmaker,  Volvo  cars  would 
fit  neatly  into  its  European 
portfolio  between  its  UK, 
German  and  Spanish-pro- 
duced models  at  the  lower 
end  of  the  market  and  Jag- 
uar, its  UK  premium  brand, 
at  the  top. 

For  Flat,  Volvo  would  offer 
a useful  foothold  in  North 
America  and  greatly 
strengthen  its  presence  in 
northern  Europe. 

Italian  car  industry  ana- 
lysts said  yesterday  that 
Volvo  would  be  a good  fit  for 
the  Italian  group,  as  Fiat  is 
strong  in  small  cars  but 
weak  in  the  upper  segment 
of  the  market.  An  alliance 
would  enable  the  Italian 
group  to  return  to  the  US 
market,  where  it  is  present 
only  through  its  luxury 
sports  car  marques:  the  US 
is  Ferrari’s  biggest  single 
market,  accounting  for  about 
25  per  cent  of  Ferrari  output 
" Volvo’s  truck  unit  is  also, 
considered  interesting-  for* 
Flat  and  its  Iveco_  Industrial 
vehicles  subsidiary.  • 


A sale  of  the  car  division 
to  either  Ford  or  Flat,  how- 
ever, would  send  shock- 
waves  through  Swedish 
industry  and  almost  cer- 
tainly provoke  opposition 
from  Volvo's  powerful  trades 
unions. 

That  would  force  Mr 
Johansson  to  justify  why 
Volvo  needed  to  scale  back 
its  presence  or  possibly  with- 
draw altogether  from  cars. 
He  will  certainly  face  some 
tough  questioning  at  next 
month's  full-year  results  pre- 
sentation to  clarify  the  com- 
pany’s strategy. 

If  he  is  considering  an  out- 
right sale,  the  chief  execu- 
tive will  come  under  pres- 
sure to  explain  how  he 
intends  to  use  the  estimated 
SKr40bn-SKr45bn  ($5.05bn- 
SS.68bn)  raised  from  such  a 
disposal  For  tax  reasons,  it 
would  be  difficult  to  return 
the  cash  to  shareholders  — 
especially  at  the  price  of 
withdrawing  from  a profit- 
able business. 

The  other,  more  credible, 
alternative  is  that  Volvo  is 
considering  a two-step  trans- 
action that  would  use  the 
cash  to  twister  its  position  in 
trucks  or  construction  equip- 
ment. both  higher-margin 
businesses  than  care. 

Many  analysts  believe 
Volvo  could  use  cash  and 
debt  to  bid  for  a rival  truck 
manufacturer  - such  as  Pac- 
car of  the  US.  which  would 
"strengthen  its  North  Ameri-- 
can  presence  and  consolidate 
Daf , Paccar’s  European  sub- 
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si  diary,  into  its  portfolio.  On 
the  construction  equipment 
side,  it  could  use  the  money 
for  another  transaction  in 
south-east  Asia,  where  it 
spent  8572m  last  year  on  the 
construction  equipment  arm 
of  South  Korea's  Samsung 
Heavy  Industries. 

But  a reduced  presence  in 
cars  would  be  a bitter 
pill  to  swallow  far  Volvo 
investors  in  Sweden,  many 
of  whom  regard  it  as  a badge 
to  preserve  - particularly 
following  the  abortive 
merger  with  Renault  of  : 
ftancl  in  1993.  It  would  be 
easier  to  persuade  investors 
to  support  a partial  sale  or 


even  asset  swap  involving 
Volvo  cars  if  it  preserved  the 
“Swedtshnesg"  of  the  brand, 
and  delivered  synergy 
savings  from  shared  compo- 
nents and  dealerships. 

Mr  Johansson  has  proved 
less  sentimental  about  Volvo 
than  some  of  his  predeces- 
sors. Since  his  appointment 
almost  two  years  ago,  he  has 
embarked  on  a hefty  cost- 
cutting programme  - last 
month  vowing  to  cut  5500 
jobs  or  7 per  cent  of  the 
workforce  - and  made  -dear 
that.no  business  will  be 
retained,  fisf  nostalgic"  rea- 
sons. Blit  a dSqskm  to  with- 
draw from  cars  wou&ibe. 
regarded  - -in  Swedefi'  -as 


throwing  nostalgia  out  of  the 
window.  Even  from  a finan- 
cial perspective,  it  could 
prove  hard  to  sell  to  inves- 
tors - particularly  as  car 
profits  could  prove  vital  as 
construction  and  truck  arms 
near  their  cyclical  peak. 

Nevertheless,  signs  of 
slackening  growth  in 
Europe,  thin  margins  and 

falling  demand  in  Asia  and 
I -atm  America  could  be  all 
the  justification  Mr  Johans- 
son needs  for  a deal  - espe- 
cially if  it  preserves  the 
Volvo  name  and  comes  at  a 
hefty  firemijjgi.tq.jsweeteii 
investors’  fearsT 
Additional  reporting  by  Paxil 
Betts  in  Milan 


Skandia 
lifts  its 
stake  in 
Pohjola 

By  Tim  Burt  In  Stockholm 

Skandia.  Sweden’s  largest 
insurer,  yesterday  signifi- 
cantly lifted  its  bolding  in 
the  Finnish  insurance  group 
Pohjola  after  buying  a 12.7 
per  cent  equity  stake  from 
Merita  Nord  ban  ken.  the 
Swedish-Finnish  bonk. 

The  Swedish  insurer  is 
understood  to  have  paid 
FMi.4bn-FMl.5bn  (e235m- 
C252m.-S27am-Sl!93Wl  for  the 
stake,  including  22.6  per  cent 
rtf  Pubjola's  voting  rights. 

By  acquiring  MeritaNord- 
bunken's  stake  in  the  Finn- 
ish insurer.  Skandia  will  lift 
its  bolding  in  Pohjola  lo  32.5 
per  cent  of  the  votes  and  23.6 
per  cent  of  the  equity. 

Skandia  said  the  acquisi- 
tion would  enable  it  lo  take 
a more  active  role  in  Polyol- 
as  future  strategy  - 
although  it  declined  to  say 
whether  the  move  could  lead 
to  an  outright  hid. 

Lars-Erick  Petcrsson. 
Skandia  chief  executive, 
said:  "This  should  be  viewed 
against  a background  of  the 
future  restructuring  of  the 
European  insurance  indus- 
try. which  will  be  intensi- 
fied.1' 

Skandia.  a long-time 
shareholder  in  Pohjola. 
described  the  deal  as  further 

evidence  of  its  determination 

to  become  the  Nordic 
region's  leading  insurer.  The 
strategic  co-operation 
between  the  two  is  expected 
lo  concentrate  on  non-life 
products. 

Pohjola  welcomed  Skan- 
dia’s  increased  stake, 
describing  the  Swedish 
insurer  ns  “a  long-term  and 
serious  owner". 

The  move  follows  Mcrita- 
Xord  ban  ken's  decision  to 
dispose  of  non-core  holdings, 
including  commercial  prop- 
erty assets  and  investments 
to  concentrate  on  banking 
services. 

The  bank  said  yesterday 
the  disposal  would  lead  to  a 
oneoff  gain  or  FM675m  in  its 
1P9D  results.  The  announce- 
ment came  after  the  Helsinki 
market  closed.  In  Stockholm, 
Skandia's  shares  closed 
down  SKT350  at  SKr  123.50. 


STOCK  MARKETS-  INVESTORS  CHOOSE  LARGE.  LIQUID  COMPANIES  AFTER  CURRENCY  LAUNCH 


Big  groups  favoured  since  euro 


By  Jane  Martinson, 
investment  Correspondent 


Investors  in  European  stock; 
markets  have  favoured  the 
largest,  most  liquid  compa- 
nies since  Monday’s  launch 
of  the  euro,  a trend  which 
could  have  a significant 
impact  on  share  prices  and 
the  fund-management  indus- 
try. 

New  fluid  flows  have  par- 
ticularly benefited  large 
companies  which  are 
included  in  an  32  European 
indices  offered  by  the  lead- 
ing index  providers  this 
week,  as  fund  managers 
appear  to  have  hedged  their 
bets  before  the  emergence  or 
a leading  European  bench- 
mark index. 

Merrill  Lynch,  the  US 
investment  bank,  has  identi- 
fied 28  companies  which 
form  part  of  the  32  Indices 
designed  by  FTSE  Interna- 
tional, Dow  Jones  and  Mor- 
gan Stanley  Capital  Interna- 
tional. These  28  companies 
together  have  outperformed 
broader  European  indices  by 
2 percentage  points  since 
Monday. 

In  the  four  trading  days 
since  the  launch  of  the  sin- 
gle currency,  the  28,  which 


.-include  DaimlerChrysler, 
Aegon: and  Bayer,  returned 
75  per  cent  in  euro  terms, 
compared  with  5.6  per  cent 
for  the  DJ  Stoxx  European 
index  of  635  companies. 

Such  figures  provide 
preliminary  evidence  to 
support  the  argument  that 
the  euro  will  provoke  a 
flight  to  quality  for  investors 
which  are  switching  to 
pan-European  investing 
from  a previously  restricted 
domesfic  model. 

This  argument  suggests 
that  a Spanish  investor  con- 
sidering a wholesale  move 
into  pan-European  equities, 
for  example,  is  more  likely 
to  favour  companies  he  has 
already  heard  of  and  which 
are  easy  to  move  money  into 
and  out  of. 

This  preference  is  accentu- 
ated by  low  inflationary  con- 
ditions, which  have  tended 
to  favour  larger,  global 
companies  over  the  past 
two  years  in  developed  mar- 
kets. 

Bryan  Allworthy.  Euro- 
pean equity  strategist  at 
Merrill  Lynch,  said  this 
week's  move  suggested  that 
investors  "could  not  afford 
to  ignore  the  big.  blue-chip 
stocks",  especially  before 


Top  12  compares  la  afl  32  European  indices 


Name 

Sector  ■ r • : 

. s 

• . MsketCap 

. 

Royal  Duttfi 

Ob 

’ J . ^ 

• 

DMsQwkr 

An**  . 

. 83,265 

Afiara 

.V  . 77,733  . 

mg  ; 

48331 

Unfevar 

FoadpradBCfla 

: 

* 

Bi  ’ 

m ' 

• " 

443W  ' 

te... 

HtsMUrtiire 

• : . 

■ 41,495  . 

L-ortaT 

- fleeftfccwe 

• • 

«MB3 

Ifawwsaam 

faU— ring 

. .38,688 

Tuscan  IMb 

. Tuscans' 

••  38^56 

Smrafir 

' laiurjcce 

36493 

tenrAMUjncft 


‘MU  dn  IMM  m wn  iotas  facto*  nra  cf  Me  li  Hat 


one  European  benchmark 
emerges  as  the  main  index 
for  performance  measure- 
ment 

Active  fund  managers  who 
tend  to  pick  smaller  compa- 
nies on  valuation  grounds 
worry  that  the  trend  towards 
big  companies  will  be  accen- 
tuated by  index-tracking 
fund  managers  chasing  the 
outperfbrmers. 

Rob  Sargent.  European 
fund  manager  at  Morgan 
Stanley  Dean  Witter,  said 
yesterday:  “What  we  are  see- 


ing could  turn  into  a self-ful- 
filling situation  and  that’s 
the  danger." 

The  trend  towards  large 
European  companies  has 
been  noticeable  for  several 
months  as  Investors  have 
started  to  shift  funds  out  of 
domestic  stocks  in  the 
run-up  to  the  launch  of  the 
single  currency.  The 
increased  activity  over  the 
past  week  as  new  money 
flows  into  the  market  has 
merely  accentuated  the 
trend. 


Chase  in  Brazilian  bank  buy 


By  John  Barham 
taSao  Paris 


Chase  Manhattan,  the  US 
bank,  yesterday  announced 
it  had  taken  over  one  of  Bra- 
zil's few  remaining  indepen- 
dent investment  banks,  just 
as  the  country  enters  a 
severe  recession  brought  on 
by  a slide  in  its  international 
reserves. 

Chase  said  it  bought  Sao 
Paulo-based  Banco  Patri- 
mimic  for  an  undisclosed 
amount  after  the  Brazilian 
bank’s  joint  venture  with 
Salomon  Brothers  Smith 
Barney  unravelled  last  year 
following  the  merger  of  its 
parent  group  with  Citicorp, 
which  already  has  a strong 
presence  in  Brazil. 

Patrick  Morin,  president  of 
Chase's  Brazilian  arm.  said: 
“The  beauty  of  this  opera- 
tion is  that  both  [banks]  are 
very  complementary.  The 


aim  is  to  incorporate  both 
teams  at  Chase  and  become 
market  leaders." 

Jair  Ribeiro,  Patrimfrnio’s 
president,  said  that  in  spite 
of  Brazil's  growing  difficul- 
ties. his  bank  had  a good 
year  to  1998.  with  a 
30  per  cent  return  on  equity 
of  R$85m  <S7Q.Sm).  better 
than  Chase’s  return  of  25  per 
cent. 

However,  a Patrimdnio 
executive  said  that  rather 
than  being  forced  into  a dis- 
tress sale,  the  bank  fell  into 
Chase's  arms  owing  to  a lack 
of  suitable  suitors  willing  to 
replace  Salomon,  which  pre- 
viously held  50  per  cent  of 
Patrimonio. 

Eduardo  Guimaraes,  bank- 
ing analyst  at  Banco  Bozano 
Simonsen,  said:  “Patrimonio 
was  desperate  to  find  a part- 
ner with  a US  connection, 
but  there  was  nobody  left 
except  Chase.  This  deed  may 


signal  that  Chase,  which  was 
very  strong  in  Brazil  15-20 
years  ago  is  planning  to 
grow,  possibly  into  retail 
banking." 

Patrimdnio,  which  advised 
the  government  In  last 
year’s  $19bn  privatisation  of 
Telebras,  the  country’s 
telephone  network,  had 
strong  franchises  in  mergers 
and  acquisitions,  asset 
management  and  equity 
trading.  But  analysts  say  the 
departure  of  Salomon  meant 
profits  this  year  would  slide 
by  more  than  two-thirds. 

Patrim&nio  has  now 
ceased  to  exist  as  a separate 
entity,  although  Chase  may 
use  its  well- respected 
brand  name  as  a marketing 
tooL 

Neither  side  would  reveal 
terms  of  the  deal,  except  to 
comment  that  all  of  Patri- 
mdnio’s  assets,  senior  staff 
and  client  list  are  being 


absorbed  by  Chase.  One  ana- 
lyst said  Chase  may  have, 
paid  over  $300m. 

Mr  Ribeiro,  39,  one  of  Bra- 
zil’s brightest  young  invest- 
ment bankers  and  one  of 
Patrtmdnio's  founding  part- 
ners, will  become  superin- 
tendent director  at  Chase  in 
Brazil. 

The  sale  leaves  Rio  de 
Janeiro's  Banco  Bozano 
Simonsen  as  Brazil’s  only 
significant  independent 
investment  bank.  Last  year, 
the  partners  of  Banco 
G&rantia,  a Sao  Paulo 
investment  bank,  were 
forced  to  sell  to  Credit  Suisse 
First  Boston  after  as  interest 
rate  rise  in  1997  eroded  its 
equity. 

However,  most  of  Garan- 
tia’s  partners  now  run  the 
Brazilian  operations  of 
CSFB,  which  previously  had 
only  a limited  role  in  the 
country. 


Siemens 
to  raise 
up  to 
DM350m 

By  Tony  Barber  in  Frankfurt 


Siemens,  the  German 
industrial  conglomerate, 
announced  yesterday  that  it 
planned  to  raise  its  share 
capital  by  up  to  DM350m 
(€l79m,  5210m)  as  part  of  a 
broader  effort  to  refocus  its 
business  strategy  and 
Improve  its  competitiveness 
and  flexibility. 

The  Munich-based  group 
said  it  would  ask  sharehold- 
ers at  its  annual  meeting 
next  month  to  approve  an 
increase  in  its  basic  nominal 
share  capital  of  up  to 
DM350m  by  February  l,  2004. 
Up  to  70m  non-preferred 
shares  would  be  issued. 

Shareholders  approved  a 
similar  capital  increase  of 
DMi50m  at  last  year’s 
annual  meeting,  but  the 
company  said  this  sum 
might  not  be  sufficient  to 
finance  new  business  initia- 
tives by  means  of  equity 


"Acquisitions  and  Involve- 
ment In  other  companies  to 
secure  competitiveness  are 
taking  on  ever  bigger  dimen- 
sions.” Siemens  said.  They 
can  often  be  financed  only 
by  the  use  of  shares  as  a 
currency  of  acquisition. 
There  may  be  cases  in  which 
the  capital  approved  in  1998 
is  not  enough." 

The  company,  which 
makes  products  ranging 
from  trains  to  light  bulbs.  Is 
in  the  midst  of  an  ambitious 
restructuring  plan  which 
Involves  the  divestment  of 
about  one-seventh  of  its 
operations,  including  its 
loss-making  semiconductor 
unit  Its  four  core  divisions 
are  to  consist  of  industry, 
information  and  communica- 
tions, rail  systems  and 
power  generation. 

Heinrich  von  Pierer.  chief 
executive,  said  last  Novem- 
ber that  Siemens  intended  to 
show  shareholders  that  it 
was  more  focused  on  profit- 
ability. The  company's  pre- 
tax profit  Tell  by  2.3  per  cent 
in  the  latest  fiscal  year  to 
September  30  to  DM3.44bn, 
largely  because  of  losses  in 
the  semiconductor  and  rail 
technology  units. 


NEWS  DIGEST. 


STEEL 

Bethlehem  to  shut  some 
Washington  operations  ; 

Bahlehem 

in  the  US.  is  to  shut  down  the  stamlep  sneat  ana  smp 
of  WasWnghm  Steri.  whichft  acquired  as  pa* 
oflast  year’s  $740m  purchase  of  LuKans, 
tS  ctasure  will  mean  that  about  340  jobs  are  lost  In 
Washington  and  another  200  at  Washington  geel'a  Mas* 
silton  worts  in  Ohio.  Bethlehem  said  it  had  notffiedloraJ 
union  r^r^wrtatives  and  planned  to  cease  operations,  by  . 

the  end  of  the  first  quarter. 

The  company  blamed  the  shutdowns  partly  onmndl- 
tfons  in  the  US  steel  industry,  where 
have  been  battling  a wave  of  cheap  impute  ™ Repast 
six  months.  It  said  It  was  taking  yesteida/s  w*on  due  to 
losses  befog  sustained,  wWch  have^  . 

affected  by  the  unprecedented  levels  of  unfairly  traded  for- 
eign steel  imports’.  NHdd  Taft,  Chicago 

luxury  goods 


LVMH  to  decide  on  Gucci  bid 

Bernard  Arnault,  chairman  of  LVMH,  the  French  luxury 
goods  group,  is  expected  today  to  make  a statement  dari- 
fying  whether  or  not  he  plans  to  bid  for  control  of  Gucci,  - 
the  ttaBan  fashion  company. 

LVMH  shocked  Gucd’s  management  by  disclosing  on 
Wednesday  that  it  had  secretly  acquired  more  than  5 per 

cent  of  the  Italian  company's  equity.  Gucci's  shares  rose  - 

by  €2.2,  or  4 per  cent,  to  €57.6  yesterday  on  bid  hopes 
(thereby  valuing  the  company  at  €3.53bn  ($4.13bn))  having 
risen  by  19  per  cent  when  the  news  broke  on  Wednesday. 
LVMH’s  shares  also  rose,  fuelled  by  speculation  that  Mr- 
Arnault  might  sell  all  or  part  of  its  stake  in  Diageo,  the 

drinks  group  from  which  he  resigned  as  a director  last 
month,  to  finance  a bid  for  control  of  Gucci.  Having  gained 
7 per  cent  on  Wednesday.  LVMH's  shares  were  up  ^.0, 
or  2.5  per  cent,  at  €205  yesterday.  Alice  Rawsthom 


GOLD 


Avgold  to  develop  mine 

Avgokf,  the  South  African  gold  company  controlled  by 
Anglovaal  Mining,  has  secured  financing  to  develop  its 
new  Target  mine  in  foe  Free  State  after  months  of  negotia- 
tions that  were  dogged  by  the  low  price  of  gold.  It  said 
yesterday  that  Chase  Manhattan  and  Warburg  DUIon  Read 
had  jointly  underwritten  a four-year  syndicated  loan  of 
SlOOm. 

In  addition,  Avgold  has  mandated  the  two  Institutions  to 
arrange  a revolving  facility  in  rand  worth  $30m.  The  com- 
pany said  the  $130m  would  be  enough  to  develop  Target 
to  foil  production.  The  final  loan  documents  are  expected 
to  be  signed  in  March. 

Production  at  Target  is  scheduled  to  begin  in  November 
1999,  with  output  increasing  to  330.000  ounces  of  gold  a - 
year  by  early  2002  at  an  average  yield  of  more  than  10 
grammes  a tonne.  Avgold  said  yesterday  that  foe  cost  of 
production  would  be  “well  below  $200  an  ounce". 

Victor  Mallet,  Johamesbug 


EGYPT 


Mobile  operator  exceeds  target 

Egypt’s  leading  mobile  telephone  operator  has  almost 
doubled  Its  number  of  subscribers  in  six  months,  and 
exceeded  its  1997  year-end  target  by  7 per  cent  the  com- 
pany said  yesterday. 

Mobinil.  which  was  formed  with  the  sale  of  foe  state- 
owned  mobile  network  to  a private  consortium  led  by  local 
industrial  group  Orascom  in  partnership  with  France  Tele- 
com and  other  companies,  saw  a 93  per  cent  rise  in  sub- 
scriptions. it  has  159.850  subscribers,  up  from  83,000  at 
the  beginning  of  last  June. 

Analysts  at  foe  Cairo  securities  firm  EFG-Hermes  predict 
the  company  will  have  320.000  subscribers  by  the  end  of 
this  year.  Mark  Huband,  Cairo 


HONG  KONG 


Rumours  buoy  conglomerate 

Shares  in  Jardine  Matheson  rose  sharply  yesterday  as 
rumours  that  Li  Ka-shrng.  foe  property  magnate,  was  seek- 
ing to  raise  his  stake  m the  Hong  Kong  based  conglomer- 
ate swept  through  foe  market 
Mr  U,  who  controls  Cheung  Kong,  foe  property  devel- 
oper. has  built  up  stakes  of  around  4 per  cent  in  Jardine 
Matheson  and  Hongkong  Land,  its  property  arm.  His  com- 
panies dismissed  the  rumours,  but  the  stock  market  was 
not  convinced.  Shares  in  Jardine  Matheson.  which  is  fisted 
in  Singapore,  rose  almost  13  per  cent  yesterday.  This  fol- 
lowed a gain  of  19  per  cent  on  Wednesday.  Louise  Lucas 

TRUCK  MAKING 


Scania  to  link  with  Cummins 

Scania,  the  Swedish  heavy  truck  manufacturer,  yesterday 
announced  a joint  venture  with  Cummins,  the  US  diesel 
engine  group,  to  produce  high  pressure  foe!  injection  sys- 
tem. 

The  move  follows  a five  year  joint  development  pro- 
gramme involving  foe  two  companies.  The  new  produetkx 
comP®,y;  70  per  cem  owned  by  Cummins  and  30  par 
cent  by  Scania,  said  the  system  would  enhance  engine 
efficiency  and  environmental  performance 
Tim  Burt,  Stockholm 


ENGINEERING  AND  FORESTRY  EQUIPMENT 


Valmet-Rauma  first  results 

**  nevAy  finish  engineer! 

forestry equipment  group,  yesterday  reported  maid* 
forma  figure®  showing  pro-tax  profits  of  FMl.17bn  I 
onsales  of  FMl7.9bn  in  foe  10  months  to  October 
The  company,  created  by  foe  merger  of  Valmet  a 

**  operatinS  had  beco 
more  uncertain  as  customers  delayed  Investments, 
ularfy  in  Asia,  Latin  America  and  Europe 
For  foe  whole  of  1997  proforma  pre-tax  profits  w, 
FMl.87bn  on  sales  of  FM235bn.  Tim  Burt 

CHEMICALS 


Akzo  Nobel  sales  grow 

“E*31  Qmup.AtaD  Nobel  ***  yesterday  that 
grew  by  approximately  15  per  cent  Sneakinn 

w*-  n»  wJSSLSSSS 

der  Lede’  Akzo  cha*™1.  said  that  w 
audited  figures  are  not  available,  sales  went  uo 

*£?«?■  ^ugh  acquisitions,  butfr 
^ fixetoston  of  organic  growth".  AFX,  Amhc 
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December 
sales  mixed 
in  US  retail 


By  Rkfiagf  Tomkins 
in  New  York 
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Toys  R Us  and  J.C.  Penney, 
two  of  the  biggest  US  retail- 
ers, yesterday  reported 
heavy  declines  in  December 
sales,  highlighting  the  weak 
state  of  the  toy  and  depart- 
ment-store sectors. 

However,  many  other 
retailers  did  well,  especially 
i,  the  big  discount-store 
rj  chains.  Wal-Mart  Stores,  the 
' world's  biggest  retailer,  said 
sales  at  shops  open  a year  or 
more  shot  op  9.4  per 

The  figures  came  as  most 
big  US  store  groaps 
announced  their  sales  fig- 
ures for  the  crucial  Christ- 
mas season,  which  typically 
accounts  for  the  bulk  of 

thfiir  annual  profits. 

Retailers  started  the  sea- 
son expecting  one  of  their 
best  Christmases  in  years 
because  consumer  spending 
appeared  to  be  holding  up  m 
spite  of  worries  prompted  by 
global  economic  turmoil  ear- 
lier in  the  year. 

But  sales  of  winter  cloth- 
ing were  hit  when  much  of 
the  US  found  Itself  in  unsea- 
sonably warm  weather. 

Department  stores  were 
hit  by  the  weak  demand  for 
coats,  sweaters,  gloves  and 
hats.  But  they  also  suffered 
from  an  increasing  tendency 
among  better-off  shoppers  to 
bargain-hunt  In  the  discount 
stores. 

J.C.  Penney  said  yesterday 
that  sales  at  its  department 
stores  open  a year  or  more 
tumbled  7.6  per  cent  In 


# 


December,  and  warned  that 
heavy  promotional  activity 
and  mark-downs  would  pro- 
duce worse- than -expected 
fourth-quarter  profits. 

Among  other  department 
store  groups,  Sears  Roebuck, 
the  biggest,  continued  to 
struggle,  saying  comparable 
store  sales  in  the  five  weeks 
to  January  3 slipped  0.3  per 
cent.  Weak  clothing  sales 
were  to  blame. 

Outside  the  department- 
store  sector.  Toys  R Us 
reported  a 7 per  cent  plunge 
in  domestic  toy  store  sales  in 
the  nine  weeks  to  January  3. 

The  company  blamed  com- 
parisons with  the  previous 
year's  Christmas,  which 
brought  strong  sales  of  elec- 
tronic virtual  pets,  Star 
Wars  action  figures  and 
Tickle  Me  Elmo  dolls.  But  it 
has  been  suffering  increas- 
ing competition  from  dis- 
count stores,  which  sell  the 
most  popular  toys  at  lower 
prices,  for  years. 

Although  internet  retail- 
ing has  grown  rapidly  from  a 
small  base,  it  still  accounts 
for  less  than  1 per  cent  of  US 
retail  sales  and  does  not 
seem  to  have  had  a notice- 
able Impact  on  traditional 
retailing. 

However,  shares  In  Bor- 
ders, a book-store  chain  fac- 
ing on-line  competition  from 
the  likes  of  Amazon.com, 
plunged  23  per  emit  in  early 
trading  yesterday  after 
warning  that  fourth-quarter 
earnings  per  share  would 
Call  4-7  per  cent  below  fore- 
casts. 
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Bond  default 
rate  hits  a 
five-year  peak 
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Edward  Luce, 

Capital  Markets  Edttor 

The  number  of  US  com- 
panies defaulting  on  their 
bond  obligations  almost 
doubled  in  1998,  with  the 
total  worldwide  default  rate 
hitting  a five-year  peak. 

Although  Asian  - and  par- 
ticularly Indonesian  - corpo- 
rations accounted  fin:  a large 
proportion  of  the  128 
defaults  in  1998.  the  number 
of  US  companies  which 
defaulted  on  their  obliga- 
tions rose  from  32  to  S3, 
according  to  Moody's  Inves- 
tors Service,  the  rating 
agency. 

Total  bond  defaults  surged 
to  $29  ^bn  last  year,  up  from 
Just  $9Jbn  in  1997,  largely 
because  of  the  worldwide 
financial  crisis  which  inten- 
sified after  the  Russian 
domestic  bond  default  in 
August 

Almost  50  per  cent  of  the 
US  corporate  defaults  took 
place  In  the  final  quarter  of 
1998,  suggesting  that  many 
were  attributable  to  the 
near-closure  of  the  high- 
yield  bond  market  in  the 
wake  of  the  Russian  default. 

Although  the  Federal 
Reserve  reduced  interest 
rates  on  three  consecutive 


occasions,  spreads  in  the  US 
high-yield  market  remain 
significantly  wider  than  they 
were  prior  to  the  Russian 
crisis  and  the  near-collapse 
of  Long-Term  Capital  Man- 
agement, the  US  hedge  fund, 
in  September. 

However,  several  of  the 
larger  US  defaults  - includ- 
ing those  of  Boston  Chicken. 
Penn  Traffic  and  Grand 
Union  - had  been  antici- 
pated long  before  the  crisis 
in  August,  analysts  said. 

The  global  default  rate  - 
as  a proportion  of  all  rated 
bonds  - rose  to  3A  per  cent 
in  1998,  from  2.02  per  cent  in 
1997  and  1.66  per  cent  in 
1996.  In  Spite  of  the  increase, 
Moody's  said  the  default  rate 
was  roughly  in  line  with  the 
average  annual  rate  since 
1970. 

The  surge  in  1998  had  been 
exaggerated  by  the  unusu- 
ally low  rates  of  bankruptcy 
in  the  preceding  four  years. 

“Between  1994  and  1997 
interest  rates  had  been  fall- 
ing worldwide  and  economic 
growth  was  strong,  which 
was  an  Ideal  time  for  compa- 
nies to  borrow  money 
cheaply,”  Moody’s  said. 

“The  rate  has  been  pushed 
back  up  to  average  by  the 
Asian  and  Russian  crises.” 
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AT&T  seeks  new 
Canada  partners 
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By  Scott  Morrison  to  Toronto 

AT&T  said  yesterday  it  was 
looking  for  strategic  part- 
ners in  Canada  after  three  of 
the  country’s  banks  sold 
their  stakes  in  the  US  tele- 
communications group’s 
Canadian  long-distance  oper- 
ation. The  move  is  part  of  an 
CS800m  (US$58Qm)  initiative 
to  restructure  AT&T  Canada 
into  a full-service  telecoms 
group. 

The  banks'  withdrawal 
from  AT&T  Canada  Long- 
Distance  Services  was  man- 
dated by  banking  regula- 
tions. The  banks'  collective 
equity  in  LDS  - 50  per  cent 
of  non-voting  equity  and 
two^hirds  of  voting  shares  - 
will  be  held  in  trust  while 
AT&T  negotiates  with  poten- 
tial partners,  which  would 
invest  in  the  company's 
fjinadian  expansion. 

The  trust  is  funded  by 
AT&T,  but  officials  would 
not  reveal  its  value.  Ana- 
lysts estimated  the  value  of 
LDS  at  Cllbn-C$L3bn.  AT&T 
also  declined  to  provide 
details  of  its  restructuring, 
but  said  a large  portion 
would  go  toward  compensa- 
ting the  banks. 

AT&T  said  It  was  looking 
for  Canadian  partners  with 


COMPANIES  & FINANCE:  THE  AMERICAS 


WaMu  exercises  thrift  to  gain  economies  of  scale 

Now  the  largest  in  its  sector,  the  institution  is  seeking  to  cut  its  branch  network  to  achieve  savings,  reports  John  Authors 


Amid  the  "end-game”  of 
mergers  of  commercial 
banks  last  year,  Kerry 
Killinger  of  Washington 
Mutual  produced  the  defini- 
tive final  merger  in  the  thrift 
sector. 

Washington  Mutual  - uni- 
versally known  as  WaMu  - 
was  the  third  largest  thrift 
in  the  US  early  in  1997,  when 
HF  Ahmanson,  the  largest, 
launched  a hostile  bid  for 
Great  Western,  the  second 
largest  WaMu  bought  Great 
Western  as  a white  knight, 
to  become  the  biggest  thrift 
in  the  land. 

Then  in  March  1998  WaMu 
bought  Ahmanson,  which  in 
effect  gave  in  to  the  logic  of 
its  own  earlier  bid  for  Great 
Western,  in  a deal  which 
brought  the  three  biggest 
thrifts  together  under  one 
roof  within  one  year. 

Ahmanson  cost  $9.9bn, 
which  valued  it  at  almost 
four  times  book  value.  Now, 
the  challenge  for  Mr  Killin- 
ger is  to  make  the  deal  pay. 

He  does  not  have  any 
direct  exposure  to  interna- 
tional capital  markets  to 
worry  about,  like  many  of 
his  competitors,  but  it 
is  now  vital  to  inte- 
grate Ahmanson  swiftly  and 
without  incident,  and 
then  to  persuade  the  mar- 


ket that  WaMu  deserves 
a higher  multiple  than 
that  usually  accorded  to 
thrifts. 

At  present,  with  a market 
capitalisation  of  about 
$23.6bn,  and  a price/earnings 
ratio  at  14.7,  almost  exactly 
half  that  of  the  S&P  500  as  a 
whole,  WaMu  looks  like  a 


Widespread 
branch  closures 
are  necessary 
if  the  merger 
is  to  pay  off  in 
the  long  term 


potential  acquisition  target 
for  an  east  coast  bank  anx- 
ious to  gain  a presence  in 
California. 

Mr  KiTHnger  says  its  earn- 
ings multiple  is  "out  of  sync 
with  the  fundamentals”, 
although  he  concedes  vari- 
ous factors  are  included  in 
the  valuation. 

“Macro-wise,  there  may  be 
concerns  over  the  flat  yield 
curve  and  what  impact  that 
might  have  on  us.  There  are 


concerns  on  the  integration. 
But  people  don't  fully  under- 
stand the  momentum  and 
the  strategy  of  this  com- 
pany.” 

He  described  1997's  inte- 
gration of  Great  Western  as 
“a  much  more  challenging 
assignment'*,  and  pointed  to 
the  company’s  record  of 
compounding  earnings 
growth  at  a rate  of  15  per 
cent  a year  during  this 
decade  - second  among 
large  US  banks  - as  reasons 
to  give  WaMu  a much  higher 
multiple. 

The  overlap  of  the  old 
Great  Western  and  Ahman- 
son branch  networks  is  cen- 
tral to  his  latest  deal,  and 
widespread  branch  closures 
are  necessary  if  the  merger 
is  to  pay  off  in  the  long  term. 
The  current  plan  Is  to  dose 
161  branches. 

Recent  experience  does 
not  look  encouraging. 
Wells  Fargo's  acquisi- 
tion of  First  Interstate  three 
years  ago,  also  predicated  on 
branch  closures  in  Calif- 
ornia. proved  disastrous. 
Service  quality  suffered  and 
the  bank’s  deposit  base 
dropped. 

But  Mr  Killinger  points 
oat  that  40  per  cent  of  the 
branches  to  be  closed  are 


Kairy  Kffltngar  hie  eftatange  now  to  to  make  the  acquisition  pay 


within  a quarter  of  a mile  of 
another  branch  in  the  new 
combined  company. 

He  added  that  Wells  was 
already  making  a strategic 
shift,  moving  its  customers 
to  Internet  banking  and 
supermarket  branches,  and 
that  its  takeover  followed  a 
hostile  bid. 

He  said:  “In  our  case,  it's  a 
friendly  deal.  All  the 
branches  are  within  our 
market.  We  aren't  rihangtwg 


strategy,  we’re  actually  try- 
ing to  enhance  it.” 

A further  key  part  of  the 
strategy  is  to  take  advantage 
of  the  freedoms  of  the  thrift 
charter.  Thrifts  are  far  less 
heavily  regulated  than, 
hanks,  and  Mr  Killinger 
believes  this  Is  a competitive 
advantage. 

He  said:  “We  are  establish- 
ing a different  approach 
from  what  either  thrifts  or 
commercial  banks  have 


done.  We  were  the  first  bank 
In  the  US  to  have  Its  own 
family  of  mutual  funds. 

“We've  approached  the 
consumer  with  a very  broad 
product  line  which  looks 
much  more  like  a commer- 
cial bank  than  a thrift.  But 
we’ve  maintained  the  cost 
structure  which  is  much 
lower  than  for  commercial 
banks." 

WaMu  has  businesses  in 

consumer  and  mort- 
gage banking,  con- 
sumer finance,  investment 
services  and  - on  the  west 
coast  only  - commercial 
banking.  The  combination 
allows  it  to  compete  with  the 
commercial  banks  on  price. 

Providing  he  can  convince 
the  market  that  WaMu 
should  remain  independent, 
Mr  Killinger  seems  con- 
vinced that  the  company  has 
a strategy  for  continued 
growth:  "We  can  deliver  bet- 
ter prices  than  commercial 
banks,  but  particularly  in 
California,  we  have  one  of 
the  best  distribution  systems 
in  the  state,  in  terms  of  the 
number  of  outlets.  So  we 
have  lower  prices  with  no 
less  convenience.  We  don't 
split  our  energies  between 
business  customers  and  con- 
sumers.” 


technology  and  access  to 
customers  through  their  net- 
works, such  as  utilities  and 
cable  companies.  Cogeco  and 
Videotron,  two  Quebec-based 
cable-television  operators, 
are  seen  as  likely  partners. 
The  two  have  recently  com- 
pleted share  issues  and  plan 
to  enter  the  local  telephony 
market 

Observers  questioned  why 
AT&T  did  not  wait  to  find  a 
partner  or  investor  before 
annmrnring  a Change  In  the 
ownership  structure.  “It 
cpornc  they  could  be  trying 
to  create  a bidding  war," 
said  Dvai  Ghose.  telecoms 
analyst  at  HSBC  Securities. 

AT&T's  Canadian 
long-distance,  reselling  and 
some  administrative  func- 
tions Trill  be  consolidated 
under  the  banner  of  AT&T 
Canada,  which  will  also 
launch  a local  service  in 
1999. 

Under  the  previous  owner- 
ship structure,  AT&T  Can- 
ada Enterprises,  represent- 
ing the  US  parent,  held 
one-third  of  the  Canadian 
long-distance  services  com- 
pany's voting  shares  and  50 
per  cent  of  non-voting 
equity,  the  maximum 
allowed  under  foreign  own- 
ership restrictions.^  ____ 
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=Your  investments  are  here.  You  aren’t. 


Which  is.  why  it  is  important  we  are  there  for  you.  Not  merely  in  name 
but  with  our  own  people,  there  on  the  ground,  and  from  that  ground. 
As  Europe's  largest  custodian,  with  €1 .3  trillion  assets  under  custody, 
we  are  there  to  manage  risk  wherever  you  need  it. 

Not  just  words,  commitments  we  take  seriously. 


Custody  Services  j 


cover  every  angle. 


Deutsche  Bank 


Issued  by  Deutsche  Bank  AG.  Deutsche  Bank  AG  is  regulated  by  the  Securities  and  Futures  Authority  for  the  conduct  of  investment  business  in  the  United  Kingdom. 
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COMPANIES  & FINANCE:  ASIA-PACIFIC 


AIRLINES  FIVE-STRONG  GROUP  LEAVE  HK  COMPANY  TO  HELP  SAVE  TROUBLED  PHILIPPINES  CARRIER 


Cathay  Pacific 
5»b  price  and  non  ( 


Cathay  executives  to  participate  in  running  of  P AL 
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By  Louisa  Lucas  It  Hong  Kong 


A group  of  Cathay  Pacific 
executives,  including  one 
closely  involved  in  the  col- 
lapsed negotiations  to  buy  a 
stake  in  Philippine  Airlines, 
are  defecting  to  the  troubled 
carrier. 

The  five-strong  band  have 
formed  an  advisory  company 
to  circumvent  Philippine 
laws  banning  foreign  man- 
agement of  public  utilities. 
Four  have  already  resigned 
from  Cathay  Pacific,  Hong 


Kong's  de  facto  flag  carrier, 
and  expect  to  start  work  In 
Manila  shortly. 

They  are  understood  to 
have  been  won  over  by  big 
packages  from  Lucio  Tan. 
PAL’s  controlling  share- 
holder. But  Peter  Foster,  for- 
merly Cathay  Pacific’s  gen- 
eral manager  for  Tai  wan  and 
the  Philippines,  was  circum- 
spect: “The  rewards  are  to  a 
large  extent  contingent  on 
our  ability  to  achieve  a turn- 
round  of  the  airline.” 

Joseph  Estrada,  president 


of  the  Philippines,  has  ter  is  leaving  after  16  years’ 


pledge!  to  keep  the  jobs  of  service.  Cathay  Pacific  dived 
the  8,000  staff  but  - as  into  the  red  for  the  first  time 


Cathay  Pacific  alumni  wall 
know  - this  does  not  neces- 
sarily gel  with  increasing 
productivity  and  returning 
the  airline  to  profit. 

“There's  certainly  going  to 
he  considerable  restructur- 
ing." said  Mr  Foster,  who 
played  an  integral  part  in 
Cathay  Pacific's  bid  to  take  a 
stake  in  PAL 

A similar  problem  is  fac- 
ing the  carrie-  that  Mr  Fos- 


In  more  than  two  decades  at 
the  halfway  stage  last  year, 
as  a result  of  the  Asian 

finanreal  nrisfc  arid  rtoarfh  of 

tourists. 

It  has  sought  to  Improve 
productivity,  first  by  laying 
off  staff  and,  more  recently, 
by  offering  new  packages 
that  essentially  offer  small 
annual  pay  rises  In  return 
for  extra  hours. 

In  response,  union  repre- 


sentatives of  the  5,500  strong 
cabin  crew  have  suggested 
an  hour-long  moratorium  on 
smiling  In  retaliation. 

However,  the  threatened 
action  appeared  to  have 
little  impact  on  Cathay 
Pacific’s  share  price  yester- 
day; nor  did  the  departure  of 
Mr  Foster  and  his  col- 
leagues, although  this  was 
not  announced.  Its  shares 
yesterday  soared  to  their 
highest  level  In  15  months, 
to  close  the  day  up  12  per 
cent  at  HK$9.20. 


The  defections  coincide 
with  a move  by  the 
Mr  Estrada  to  create  a spe- 
cial cabinet  task  force  to 
study  ways  to  save  troubled 
Philippine  Airlines  from  clo- 
sure. 

Yesterday's  statement  car- 
ried strong  hints  that  the 
government  might  resort  to 
protectionism  In  aviation  to 
save  PAL.  a move  long  urged 
by  Mr  Tan.  He  claimed  that 
liberalisation  had  damaged 
PAL’s  operations. 

It  also  marks  the  end  of 


the  government's  hands-off 
policy  in  rescuing  the 
national  carrier. 

Fernando  Barican,  a E®1" 
ace  spokesman,  said  PAL 
was  a vital  industry  and  that 
Mr  Estrada  had  created  the 
task  force  to  look  for  ways  to 
make  it  viable. 

The  move  follows  the 
rejection  by  many  of  PALs 
big  creditors  of  its 
rehabilitation  plan.  The 
latest  to  shoot  down  the 
proposal  was  Japan's 
Dai-Ichi  Kangyo  Bank,  an 
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unsecured  creditor  which  is 
among  holders  of  a 
floating  rate  note  that  PAL 

had  issued. 


SingTel  to  take  20%  Indian  cement  producer 
stake  in  Shinawatra  arm  forced  to  abandon  issue 


By  Wflflam  Barnes  In  Bangkok 


Singapore  Telecommuni- 
cations is  taking  a 20  per 
cent  stake  in  Thailand’s 
Advanced  Information  Ser- 
vice. a cellphone  subsidiary 
of  Shinawatra  Computer  and 
Communications. 

The  move  is  part  of  a 
wider  financial  restructur- 
ing by  the  Thai  holding 
group  in  preparation  for 
market  liberalisation, 
starting  possibly  this  year, 
and  is  expected  to  put  pres- 
sure on  AiS's  weaker  Thai 
rivals  UCOM  and  Telecom- 
Asia  to  find  their  own 
partners. 

The  tie-up  will  allow  Shin- 
awatra to  realise  a Bt3bn 
($8.2-1  m)  gain  on  its 
investment  in  AIS,  which 
recently  reported  its  worst 
quarterly  performance  since 
1992. 

AIS  said  in  a statement 
that  the  deal  would 
“increase  the  capability  of, 
the  company  to  compete  in 
the  liberal  market  [in  areas] 
such  as  the  quality  of  net- 
work. service,  technology, 
management,  marketing  and 
others”. 

It  is  also  likely  to  put  Sing- 
Tel, which  has  a cash  pile  of 
more  than  S$4bn 
(US$2.38bn).  in  a more 
favourable  light  with  the 
Thai  authorities  - which 
may  be  a useful  advantage 
when  the  big  state  tele- 
coms monopolies  are  priva- 
tised. It  has  started  to 


expand  in  the  region  in 
search  of  growth  as  its  home 
market  matures. 

A few  years  ago,  SingTel 
entered  the  Philippines’ 
mobile  sector  with  a joint 
venture  with  Ayala  via 
Globe  Telecom,  and  last 
year  it  was  beaten  by 
British  Telecommunications 
to  a stake  in  Binariang,  a 
leading  Malaysian  cellular 
operator. 

Under  the  three-part  plan, 
SingTel,  which  is  controlled 
by  the  Singapore  govern- 
ment, will  first  buy  18.63  per 
cent  of  AIS  at  a cost  of 
Btn.57bn.  Shinawatra  will 
sell  SingTel  14.3m  AIS 
shares  and  AIS  is  selling 
36m  new  shares  at  Bt230 
each. 

SingTel  will  later  acquire 
a further  3.7m  AIS  shares  at 
Bt230  to  lift  its  stake  to  20 
per  cent  on  a fully  diluted 
basis. 

Shinawatra  computer,  the 
holding  company.  Is  also 
issuing  1388m  shares  in  a 
l-for-15  rights  issue,  dou- 
bling its  paid  up  capital  from 
Btl.39bn  to  BtiLTTbn. 

SingTel  will  also  make  a 
loan  of  BtSSIm  to  Shinawa- 
tra, equity  secured. 

The  proceeds  are  likely  to 
be  used  to  reduce  borrowing 
costs  rather  than  fond  a sig- 
nificant purchase. 

AIS's  gearing  will  be  low- 
ered from  about  140  per  cent 
to  50  per  cent,  with  the 
parent  company's  stake 
being  relaxed  from  51  per 


cent  to  40  per  cent  on  diluted 
basis. 

ABN- Amro  expects  AIS  to 
make  Btl.66bn  profit  this 
year,  a foil  of  40  per  cent  on 
1998  and  down  from  Bt38bn 
in  1996.  But  profits  are 
expected  to  bounce  back  to 
Bt2.5bn  next  year  as  the 
economy  recovers. 

“It's  a smart  move.  Shina- 
watra must  be  commended 
for  not  making  an  issue  of 
control  and  concerning  itself 
with  quality  of  earnings,” 
said  Andy  Chan,  analyst  at 
ING  Barings. 

But  some  Thai-based 
observers  wondered  if  Sing- 
Tel - a monopoly  player  - 
would  prove  the  ideal  part- 
ner for  a group  facing  an 
increasi  ngly  competitive 
environment 

There  was  also  a feeling 
that  AiS’s  strong  balance 
sheet  might  have  won  a 
better  price  in  an  open 
auction. 

“I  don’t  think  it’s  tremen- 
dous. Td  describe  it  as  neu- 
tral. It  would  be  nice  to  have 
a clearer  picture  of  what 
SingTel  planned  to  do  in  the 
region,"  said  Richard  Moe  at 
SG  Securities. 

“If  SingTel  announced, 
say,  a strong  regional  alli- 
ance that  included  Shinawa- 
tra then  Td  be  more  posi- 
tive." 

Shinawatra  shares  rose 
Bt5  to  BtlGS  on  the  local 
board  yesterday,  while  those 
in  AIS  fell  Bt  4 to  Bt266  - 
probably  on  profit  taking. 


By  Krishna  Goto  In  Jaipur 


In  a rare  show  of  strength, 
India’s  financial  institutions 
yesterday  forced  Associated 
Cement  Companies,  the 
country's  biggest  producer, 
to  drop  plans  for  a preferen- 
tial issue  of  shares  and  war- 
rants to  the  Tata  group. 

The  preferential  issue, 
worth  Rslhn  (524m).  would 
have  enabled  the  Tata  group 
to  raise  its  stake  In  ACC 
from  13  per  cent  to  20  per 
cent,  giving  it  effective  con- 
trol over  the  company. 

However,  the  ACC  board 
abandoned  the  plan  after  its 
main  institutional  share- 
holders said  they  would  vote 
against  the  motion  at  yester- 
day's extraordinary  general 
meeting.  A last-minute  com- 
promise proposal,  to  offer 
warrants  to  all  shareholders, 
was  also  scrapped-  A sepa- 
rate motion  to  approve  a 
RslBSbn  rights  issue  to  all 
shareholders  was  passed. 

The  institutions,  which 
together  hold  21  per  cent  of 
ACC.  were  angry  that  the 
warrants  were  to  be  priced 
only  slightly  above  the  cur- 
rent share  price  and  far 
below  the  price  they  paid  In 
a rights  issue  in  1996.  They 
believed  it  would  band  con- 
trol to  the  Tatas  without  a 
proper  premium,  ' and 
depress  the  share  price. 

“It  is  a question  of  the 
rights  of  minority  sharehold- 
ers," said  G.P.  Gupta,  chair- 
man of  Industrial  Develop- 


NORMA  COHEN 

THE  PROPERTY  MARKET 


Punishing  time  for  Reits 


The  trusts'  relative  performance  has  been  'truly  awful’ 


Those  with  a good  ear  in  the 
UK  property  industry  would 
late  last  year  have  heard  the 
sound  of  hands  being  nibbed 
gleefully  together  at  the 
evident  collapse  of  US  Real 
Estate  Investment  Trust 
shares  throughout  the  year. 

At  a December  conference 
on  Reits.  organised  by 
Access  Conferences 
International,  chartered 
surveyors  and  UK  property 
fund  managers  could 
scarcely  conceal  their  joy  at 
watching  the  vehicle  which 
had  been  hailed  as  the  way 
forward  for  property 
investment  substantially 
underperform  tbe  rest  of  the 
US  stock  market. 

According  to  the  US 
investment  bank  Goldman 
Sachs.  "If  Reit  performance 
on  an  absolute  basis  was 
terrible  during  1999.  then  the 
relative  performance  of  the 
sector  can  only  be  accurately 
described  as  truly  awful." 
The  S&P  500  Index  powered 
ahead  by  26.4  per  cent  in  the 
first  51  weeks  of  the  year, 
while  the  benchmark 
Wilshire  Reit  Index  declined 
by  22.8  per  cent.  leaving 
what  Goldman  Sachs 
describes  as  “a  shockingly 
large  gap  of  49.2  percentage 
points". 

Even  against  smaller 
company  shares  Reit 
performance  looked 
miserable.  The  benchmark 
Russell  2000  fell  by  7.2  per 
cent  during  1998. 

Where  did  Reits  go  wrong 
and  does  it  mean  that 
Rett-like  structures  from 
Australia  to  Belgium  are 
doomed? 

“Real  estate  competes  for 
capital  along  with  corporate 
American,’’  says  Tim 
Callahan,  president  and 
chief  executive  officer  of 
Equity  Office  Properties 
Trust,  the  US's  largest  office 
ReiL  If  Reits  do  not  have  a 
convincing  story  to  tell, 
investors  will  take  their 
capital  elsewhere,  he  says. 

A section  of  US  investors 
have  long  eyed  them  with 
suspicion.  Property  & 
Portfolio  Research,  a 
Boston-based  econometric 
research  firm  specialising  in 
real  estate  recently 


published  an  article  entitled 
Reits  - A Real  Estate  Index 
or  a Pack  of  Lemmings?  and 
concludes:  “The  sector  has 
grown  for  growth's  sake, 
with  little  thought  given  to 
real  estate  cycles  or  the 
diversity  of  the  portfolio 
(until  perhaps  this  year!)". 

It  says  the  vast 
outperform  ance  of 
underlying  property  markets 
in  1995  through  1997 
generated  returns  that  were 
unsustainable. 

One  conclusion  is  that  the 
Reit  structure,  even  with  its 
obvious  tax  advantages,  is 
nothing  more  than  a Bash  in 
the  pan.  Over  time,  public 
companies  cannot 
outperform  the  underlying 
property  markets. 

However,  Peter  Unneman, 
senior  managing  director  at 
Equity  Office  - and  now  on 
leave  from  the  Wharton 
Business  School  where  he  is 
a professor  - dismisses  the 
notion  that  direct  property 
investors  have  been  Immune 
from  the  effects  of  the  Reit 
share  slump.  "Anyone  who 
thinks  that  as  a private 
owner  you  didn't  get  hit 
when  real  estate  shares  get 
hit  Is  lying  to  themselves," 
he  says.  Because  the  real 
estate  market  is  so  opaque, 
it  is  impossible  to  truly 
calculate  rates  of  return  in  a 
US  market  so  broad  and 
diverse. 

Prof  Unneman  argues  that 

the  trend  towards  tbe  public 
ownership  of  property  is 
inexorable,  and 
international 

“No  industry  having  gone 
public  ever  goes  private."  he 
told  a recent  conference  on 
Reits.  “It  will  go  around  the 
world  - transforming  a 
dominantly  privately 
capitalised  industry  to  a 
publicly  capitalised 
industry." 

in  the  UK.  there  are  more 
than  130  listed  property 
companies.  They  do  not  have 
the  tax  advantages  of  Reits 
but  can  undertake  activities 
that  Reits  cannot. 

Philip  Rose,  managing 
director  of  Australia-based 
Lend  Lease's  European 
Property  Capital  business, 
points  out  that  UK  property 


companies  ran  undertake  far 
more  development,  trade 
assets  more  frequently, 
operate  non-property 
businesses,  cut  dividends 
and  raise  leverage  to  more 
than  twice  the  level 
considered  acceptable  at  a 
US  Reit. 

There  seems  little  reason, 
therefore,  why  UK  property 
companies  could  not  also 
become  stock  market 
darlings. 

Quoted  property 
companies  are  emerging 
across  Europe,  most 
significantly  in  Sweden  and 
the  Netherlands. 

Italy  has  seen  the  flotation 
of  Us  first  publicly  quoted 

property  company  spun  off 
by  tbe  insurer  IN  A,  and 
Germany  and  tbe 
Netherlands  also  have 
vigorous  open-coded  real 
estate  fund  businesses. 

Mr  Linneman  cites  three 
factors  propelling  the 
transformation  to  public 
ownership:  worldwide 
inflation  rates  are  coming 
down,  a shift  to  equity 
investment  by  individual 
investors,  and  the  growing 
public  market  In  debt. 

Lower  inflation  means 
Investors  in  direct  property 
can  no  longer  rely  on  it  to 
bail  them  out  of  bad 
investments;  simply  buying 
low  and  selling  high  is  no 
longer  a credible  investment 
strategy.  Only  by  applying 
an  operating  strategy  to 
increase  income  from  a 
collection  of  real  estate 

assets  win  an  investor  be 
able  to  add  value. 


Second,  tbe  shift  to  equity 
investment  means  investors 
are  choosing  shares  over  life 
insurance  policies  or  bank 
deposits,  reducing  capital 
available  for  direct  property. 

Thirdly,  the  rise  of  a 
public  market  in  debt  means 
even  private  investors  are 
subject  to  its  disciplines,  as 
the  US  witnessed  last 
summer  when  the 
commercial 

mortgage-backed  securities 
market  collapsed,  and  real 
estate  transactions  across 
the  country  seized  up. 

That,  however,  does  not 
mean  public  companies  will 
not  make  bad  decisions  and 
their  share  prices  win  not 
suffer.  “The  question  is  not 
whether  dumb  decisions  will 
be  made,”  says  Mr 
Linneman.  It  is  “whether 
dumb  decisions  will  be 
punished".  Already,  some 
that  have  made  particularly 
poor  decisions  are  being 
punished  and  these  will  fell 
by  tbe  wayside,  he  adds.  But 
' more  consolidation  is  likely. 
“It  will  be  a long  and  painful 
I trip,"  says  Mr  I.rnnpman 
John  Fosheim.  principal  at 
Green  Street  Advisors,  a 
California-based  research 
firm  specialising  in  real 
estate  securities,  says  it  is 
not  the  tax  advantages  id 
Reits  which  have  made  them 
hot  stocks.  They  were 
created  in  1962  and  for  30 
years,  performed  sluggishly. 
It  was  the  creation  of 
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in  a Reit  tax-advantaged 
format  which  made  th»m 
stock  market  darting*  in  the 
early  1990s.  If  share  prices 
have  lagged  in  the  past  year, 
its  partly  because  investors 
question  whether 
managements  can  deliver 
the  added  returns  they 
promise. 

The  fact  that  Rots’  shares 
have  been  such  miserable 
performers  throughout  1S98 
should  not  be  regarded  as  a 
sign  that  they  are 
structurally  Hawed;  rather, 
that  there  are  too  many  of 
them  winch  do  business 
badly. 

But  it  is  hard  to  see  how 
once  the  toothpaste  of  public 
ownership  has  come  out  of 
the  tube,  it  would  be  easy  to 
put  it  bajrit  again. 
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Ratal  Tate  Ms  group  denies  seeking  control  of  ACC  st.  unfair  price 


meat  Bank  of  India,  which 
led  the  opposition  to  the 
preferential  issue. 

The  move  is  a further  sign 
of  growing  assertiveness  on 
the  part  of  India’s  state- 
owned  finanrial  institutions, 
which  are  under  pressure 
from  competition,  tad  debts 
and  a lacklustre,  stock 
market 

Unit  Trust  of  India,  the 
troubled  fund  manager 
which  controls  90  per  cent  of 
India’s  mutual  fund  indus- 
try. wrote  recently  to  all 
companies  in  which  it  holds 
shares  asking  for  regular 
presentations  on  plans  to 
raise  shareholder  value. 

However,  yesterday’s 
events  leave  ACC  in  an  awk- 
ward position.  The  company 


urgently  needs  to  raise  addi- 
tional equity  to  reduce  its 
debt  burden  and  fond  invest- 
ment plans,  and  must  also 
clarify  its  relationship  with 
the  Tata  group. 

PaDonji  Mlstry,  chairman 
of  ACC,  said  the  company 
would  have  to  look  at  alter- 
native ways  of  raising 
finance.  He  said  ACC 
regarded  the  Tata  group  as 
one  of  its  promoters,  or  foun- 
ding shareholders. 

Tata  meanwhile  denied 
that  the  group  was  seeking 
to  win  control  of  ACC  at  an 
unfair  price.  It  said  the 
warrant  pricing  was  based 
on  the  past  six  months’ 
share  performance,  in  line 
with  stock-exchange  guide- 
lines. 


Blockbuster  finalises  HK  buy 


Blockbuster,  the  US  home  entertainment  retail  chain,  yes- 
terday finalised  an  agreement  to  purchase  assets  of  KPS, 
the  collapsed  Hong  Kong  video  retail  chain.  Blockbuster, 
which  had  been  looking  to  enter  the  Hong  Kong  market  for 
some  time,  will  take  over  15  of  the  38  former  KPS  stores. 

It  aims  to  have  the  stores  re-opened  by  lunar  new  year, 
the  biggest  holiday  in  the  Chinese  calendar,  in  the  middle 
of  next  month. 

KPS  was  founded  In  1981  and  grew  into  the  biggest 
video  rental  chain  in  Hong  Kong.  It  collapsed  in  October, 
partly  a victim  of  toe  economic  crisis  and  toe  imposition  of 
laws  last  year  that  banned  parallel  imports,  or  toe  pur- 
chase of  goods  independently  of  the  official  distributor. 
Louise  Lucas,  Hong  Kong 


as ns 


SPANISH  FREEHOLD-PROPERTY  EXHIBITION 


VAST  DISPLAY  OVER  1,000  PROPERTIES  ON  SHOW  AT  SENSIBLE  PRICES 
DEAL  DIRECT  - SAVE  THOUSANDS  - SPAINS  TOP  10  DEVELOPERS 
FREE  ADMISSION  & REFRESHMENTS  - PARKING  - FREE  ADVICE 
LOW-COST  SPANISH  MORTGAGES  - LEGAL  & BENEFICIAL  TAX  ADVICE 


FRI  8th  + SAT  9™  + SUN  10TH  JAN 

ROYAL-LANCASTER  HOTEL 

LANCASTER  GATE  HYDE-PARK  LONDON 
(Exhibition  Suite)  10am-6pm  Ail  3 days 

REAL  - ESTATE  MARBELLA  LTD 

For  full  details:  Free~Phone  0500  780878 


Luxury  New  Development 


ROYAL  GATE  KENSINGTON 

WRIGHT'S  LANE,  LONDON  W* 


Now  Complete  and 
Ready  for  Occupation 


Magnificent  mansion  apartments  and  penthouses 
Parking.  24  hour  porterage  and  fitness  centre 
Outstanding  living  and  investment  opportunity 
Show  apartments  ready  to  view  today 


0171  376  2981 


Prices  from  £365,000  - £2.2miIlioii 


Perfectly  Finished 


FRENCH 

PROPERTY  NEWS 


Monthly  ask  for  your 
FREE  copy  now. 

Tel:  0181  947  1834  or 
Hap;//ww.ltencft^ropen»-ne*#.com 


SWITZERLAND 
Chalets  & Apartments  in 
premier  resorts  & Apine 
villages.  Contact 
HILARY  SCOTT - 


Tel/Fax:  01243  583215  (UK). 


Forthcoming  World-wide  Colour  Property  Supplements 


The  Financial  Timas  will  publish  three  worldwide  colour  supplements: 

• 30  January  isss  -Development  Preview 

• 13  Fetxuary  1999  London  Property  ttetef 

• 27  March  1339  "Worldwide  Property  Maritet' 


For  further  information  please  contact:  The  Property  Team  in  London 
Tel:  +44  171  873  3211/3551 
Fax:  +44  171  873  3098 
email:  robert.bryson€FT.com 
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, AMSERS  TO  THE  FORMER  CONGLOMERATE  TO  PAY  E150M  TO  SETTLE  LEGAL  ACTIONS 


M Barclays  to  take  £76m  charge  for  B&C 
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By  George  Graham 

The  long  saga  of  British  & 
Commonwealth  Holdings, 
the  conglomerate  built  by 
John  Gunn  which  crashed  in 
1990  with  £lbn  in  liabilities, 
drew  closer  to  its  conclusion 
when  a group  of  the  compa- 
n^s  former  advisers  agreed 
to  pay  a total  of  £i50m 
($250m)  to  settle  lawsuits 
brought  by  the  receivers. 

The  largest  contributor  to 
the  settlement  is  Barclays, 
whose  former  corporate 


finance  subsidiary,  BZW, 
advised  B&C  over  the  disas- 
trous acquisition  of  Atlantic 
Computers  in  198a. 

Other  former  B&C  advis- 
ers covered  by  the  settle- 
ment include  Coopers  & 
Lybrand,  NM  Rothschild  and 
Spicer  & Oppenhehn. 
Barclays,  which  had  fox 

years  “vigorously  defended" 

itself  against  the  charges  of 
negligence  brought  by  Ernst 
& Young,  BAG'S  administra- 
tors, will  contribute  £126m 
to  the  settlement 


The  bank  expects  to  get 
£4Qm  from  its  insurers,  but 
that  still  iumtw  a charge  of 
£76m  in  its  1998  accounts. 

The  news  comes  as  a fur- 
ther blow  to  Barclays,  which 
six  weeks  ago  issued  a prof- 
its warning  in  conjunction 
with  the  abrupt  departure  of 
Martin  Taylor,  its  chief  exec- 
utive. The  B&C  charge  was 
not  included  in  its  statement 
that  pre-tax  profit  would  be 
not  less  than  £L9bn. 

The  settlement  springs  out 
of  a mediation  process  con- 


ducted under  the  auspices  of 
the  Centre  for  Dispute  Reso- 
lution by  Lord  Griffiths,  a 
retired  law  lord,  and  Jona- 
than Marks,  a US  mediator. 

It  brings  a swifter,  end 
than  had  been  expected  to 
litigation  launched  in  1994 
and  scheduled  to  come  to 
court  in  May  2000.  The  trial 
bad  been  expected  to  last  for 
up  to  15  months.  ‘ 

The  administrators  expect 
to  pay  another  3p  in  the 
pound  to  bank  creditors  of 
B&C  Group  Finance,  a finan- 


cing subsidiary,  this  month. 
That  will  mean  hanks  from 
that  group  will-  have 
received  their  money  back  in 
full.  Including  interest  up  to 
February  1992,  with  the  pos- 
sibility of  paying  some  fur- 
ther interest  after  that  date. 

For  B&C  itself,  tbe  admin- 
istrators expect  to  pay  a far- 
ther 40p  in  the  pound  by  the 
end  of  February.  With  divi- 
dends of  46p  in  the  pound 
paid,  this  brings  the  distribu- 
tion up  to  86p  in  the  pound. 

That  makes  a total  for  the 


two  companies  of  £1.3bn. 
Another  £347m  has  been 
paid  to  creditors  of  BCMB 
Corporation,  formerly  Brit- 
ish & Commonwealth  Mer- 
chant Bank,  which  gives 
them  a complete  repayment 
of  their  money,  including 
interest 

Barclays  had  recorded  the 
B&C  litigation  in  its 
accounts  as  “legal  proceed- 
ings” rather  than  a contin- 
gent liability.  Tbe  claim  orig- 
inally Ttiaflp  against  the  bank 
was  £5Q0m. 


.Liquidator  gives 
Griffin  traders 
some  comfort 
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By  Vincent  Boland 


Independent  “local”  traders 
on  the  London  International 
Financial  Futures  and 
Options  Exchange  should 
receive  50  per  cent  of  their 
frozen  assets  back  within 
eight  weeks,  the  liquidator 
of  the  collapsed  Griffin  Trad- 
ing Company  said  yesterday. 

Finbarr  O’Connell,  a part- 
ner at  the  accounting  firm 
.-"Grant  Thornton,  which  was 
A appointed  earlier  this  week 
'Vto  wind  up  Griffin,  declined 
/ to  reveal  how  much  money 
had  been  frozen  as  a result 
of  the  collapse  but  said  a 
payment  was  “possible 
within  two  months’*. 

However,  disagreements 
emerged  at  the  first  m«»Hng 
yesterday  between  the  locals 
and  the  Securities  and 
Futures  Authority,  which 
ordered  the  assets  freezing. 
The  SFA  shut  Griffin  just 
before  Christmas  after  John 
Park,  a trader  associated 
with  the  firm,  incurred  a 
£S_2m  loss  trading  German 
government  bond  futures 
through  Eurex,  the  German/ 
Swiss  derivatives  market 
It  has  since  emerged  that  a 
further  f9m  could  have  been 
lost  by  Griffin's  Chicago- 
based"  parent  company  in 
I alleged  unauthorised  securi- 
;»ties  trading  by  its  former 
/"chief  financial  officer.-  The 


parent  company  was 
to  rescue  its . London  arm 
when  the  trading  losses 
occurred  and  has  since  filed 
for  bankruptcy  in  the  US. 

The  SFA  said  after  a meet- 
ing with  locals  that  it  would 
“encourage  an  accelerated 
interim  pay-out"  if  the  liqui- 
dator could  not  make  an 
early  payment.  But  the  regu- 
lator was  criticised  for  not 
allowing  locals  to  borrow 
money  using  the  frozen 
assets  as  collateral. 

“That  would  he  proof  of 
the  SFA  adopting  a practical 
approach  to  helping  the 
locals,”  said  Steven  Woolfe 
of  Taylor  Joynson  Garrett,  a 
law  firm  acting  for  some  of 
the  affected  traders.  One 
trader  said  a group  of  locals 
would  attempt  today  to  raise 
new  capital  to  allow  them  to 
resume  trading  on  Liffe 
“early  next  week”.  Liffe  said 
it  had  set  up  a “fast-track” 
procedure  to  allow  locals  to 
re-register  with  other  firms. 

The  liquidation  of  Griffin 
could  taka  several  months. 
One  of  its  main  assets  is  its 
membership  of  the  London 
Clearing  House,  which  clears 
trades  carried  out  on  Lon- 
don’s financial  futures  mar- 
kets. Mr  O’Connell  said  that 
was  worth  £350.000  but 
would  take  time  to  sell 
because  there  were  16  others 
on  the  market 


Decision  on  Wembley  near 


By  Patrick  Haneraon  and 
Cbaries  Pretzflk 

The  long-running  saga  of  the 
£103m  (3171m)  sale  of  Wem- 
hley  Stadium  is  expected  to 
be  settled  in  the  next  few 
days.  This  is  in  spite  of  a 
last-minute  takeover 
approach  for  the  entire 
Wembley  group  from  Enic. 
the  sports  and  entertain- 
ment company  founded  by 
Joe  Lewis,  the  billionaire 
financier. 

The  offer  for  Wembley  is 
believed  .to  be  worth  about 
£220m  in  cash  and  Enic 


shares,  and  was  prompted  by 
the  opposition  of  Wembley’s 
three  non-executive  directors 
to  the  sale  of  the  75-year  old 
stadium  to  the  English 
National  Stadium  Trust,  a 
non-profit  making  body  set 
up  to  oversee  its  estimated 
£250m-plus  redevelopment 
The  three  rebel  directors, 
who  believed  the  stadium 
was  being  sold  too  cheaply, 
failed  in  their  attempt  to 
scupper  the  deal  when  they 
were  out-voted  by  executive 
members  of  the  Wembley 
board.  Claes  Hultman,  chair- 
man, cast  the  decisive  vote 


to  approve  the  sale  last 
month. 

The  board  wfll  meet  again 
today  to  consider  the  offer 
from  Enic  although  it  Is 
thought  it  considers  the  Enic 
offer  to  be  too  low  and  eam- 
ings-dilutive.  Enic  is  not 
expected  to  raise  its  bid 
unless  it  receives  the  back- 
ing of  Wembley’s  two  main 
shareholders  - Phillips  & 
Drew  and  Schroder  Invest- 
ment Management. 

The  board  is  expected  to 
sign  the  stadium  sale  con- 
tract with  the  ENST  in  the 
next  couple  of  days. 


A second  counter-bid  is 
believed  to  he  possible  from 
Stephen  Tucker,  a Monaco- 
based  businessman  known 
to  have  looked  closely  at 
making  an  offer. 

The  conclusion  of  the  sta- 
dium sale  will  end  a four- 
year  saga  to  modernise 
Wembley.  Built  in  1923,  the 
self-proclaimed  “Venue  of 
Legends"  is  badly  in  need  of 
reconstruction. 

The  ENST  has  lined  up 
£120m  of  National  Lottery 
money  from  the  Sports 
Council  to  help  fund  the 
project 


EMI  may  buy  London  Records 


By  A5C8  Bawsthom 


EMI,  one  of  the  world's 
largest  music  groups,  is  con- 
sidering the  acquisition  of 
London  Records,  the  Inde- 
pendent label  which  num- 
bers All  Saints  and  New 
Order  among  its  acts. 

London's  UK  label  is 


linked  to  Roger  Ames,  presi- 
dent of  the  music  division  of 
POlyGram.  the  Dutch  enter- 
tainment group  taken  over 
by  Seagram  of  fianarfa  in  an 
$llbn  deal  last  month. 

PolyGram  held  the  distri- 
bution rights  for  London’s 
acts  and  co-owned  London’s 
US  record  label  with  the 


Since  Seagram  unveiled 
the  terms  of  its  PolyGram 
bid  last  summer,  Ur  Ames,  a 
respected  figure  in  the  music 
industry,  has  held  discus- 
sions with  several  multina- 
tional music  groups  about 
his  role  as  a senior  executive 
and  London’s  future  distri- 
bution. 


with  tbe  Warner  Music  divi- 
sion of  Time  Warner,  the  US 
entertainment  group , and 
with  Seagram,  which  is  keen 
to  keep  him  and  London 
Records  within  Universal 
Music,  the  subsidiary  with 
which  it  is  merging  Poly- 
Gram’s  music  interests. 

EMI  is  also  eager  to  do  a 


wholly  owned 

by  a trust 

trust. 

He 

is  continuing 

talks 

deal  with  Mr  Ames. 
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Tnraewr  (Era) 
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Mtend 

ToU  lor 
jwr 

later  tea 

year 

Abbey  ^ 

- 6 rrrths  ta  Oct  31 

44.7 

(39.8  ) 

9Jlf 

(7.56) 

1736 

(13.08  ) 

33 

Feb  16 

3 

. 

9 

Barbcor  tadcr 

. 4 rms  to  Aug  31 

24 

(2.15  ) 

0.8311 

(1.02L  > 

33L 

(41  ) 

. 

- 

. 

- 

10.5 

CarrBt  Property 

-Yr  to  Sept  30  * 

1.38 

(3.19  ) 

0.498f 

fl.474?) 

14.7 

(13.7  ) 

24 

Apr  6 

21 

35 

21 

Goode  Denant — 

_ 6 ntosto  Oct  31 

116.6 

(95J  | 

15.1 

(17.4) 

17.lt 

(21.7) 

4 

Feb  12 

3.75 

• 

11.75 

JwysKetalX 

_ 6 rafts  to  Oct  31 

43w8 

(37.1  ) 

13.4 

(11X8) 

25 

(19) 

4 

Feb  12 

3.12 

- 

9 

hMhvWs  4> 

Yr  to  Sept  30 

JL21 

(36) 

0.023L4 

(aooaj 

(L27Lt 

{Q.07L  ) 

. 

- 

. 

- 

- 

SEC 

Yr  to  Sept  30 

65 

(732  ) 

0£L* 

(33) 

4.41  Lt 

(1279) 

hi 

- 

265 

225 

5.1 

Varfyffteg) 

_ 6 mths  to  Oct  31 

567.1 

(4095  ) 

123 

(8.42) 

143 

(10.4  ) 

22 

Apr  30 

28 

- 

&25 

Earnings  shown  bade.  Dtvfdatfs  shown  net  Agues  in  brackets  an  tar  corespomtiio  period.  4bWi  currency.  Atfter  exceptional  charge,  f After  exceptional  credit 
★ Comparatives  restated.  tOn  increased 'capital  stock 


COMMENT 


UK  interest  rates 


(AC  real  interest  rate 
Bank  of  England  Operational  interest 
rate  mhw  RRX  p.) 


A cynic  would  say  that  yes- 
terday’s 0.25  point  cut  in  UK 
base  rales,  to  6 per  cent,  was 
an  admission  or  past  mis- 
takes - on  the  hawkish  side 
- by  the  Bank  of  England’s 
monetary  policy  committee. 

The  economic  signals  have 
been  ambiguous  since 
December’s  0.5  point  cut. 

While  the  hand  wringing  has 
continued  in  business  sur- 
veys, consumers’  wallets 
keep  flapping  and  service 
industry  pay  deals  ticked  up 
late  last  year.  The  good  news 
is  that  the  cut  confirms  that 
the  MPC  is  veering  towards  a 
“neutral”  position  on  interest 
rates.  It  has  said  this  ties  between  4.5  and  6.5  per  cent; 
others  would  plump  for  5 per  cent  Next  month’s  MPC 
meeting  may  well  exploit  the  considerable  scope  for  further 
cuts.  It  will  have  fourth  quarter  gross  domestic  product 
figures  to  chew  on  - which  are  expected  to  show  no  growth. 

But  it  would  be  unwise  for  any  remaining  un enthusiastic 
investors  to  get  excited  now  about  the  prospect  of  companies 
recovering  rapidly  this  year  thanks  to  low  interest  rales  and 
a weak  pound.  First,  a fall  in  interest  rates  below  5 per  cent 
could  be  held  up  by*  any  sign  of  inflation  pushing  above  the 
2 5 per  cent  target.  Second,  just  as  it  took  u lung  time  for  the 
strong  pound  to  hit  profits,  the  same  may  be  true  in  reverse. 
Companies  will  still  have  to  curb  costs  to  combat  the  margin 
squeeze  inflicted  by  low  inflation. 

Wembley  Group/Enic 

Should  Enic  buy  Wembley?  The  key  is  Wembley  Stadium, 
which  tbe  English  National  Stadium  Trust  is  about  to  buy 
for  £103ri  prior  to  a £250m-plus  redevelopment  part-funded 
by  lottery  money.  Scrapping  that  deal  seems  a non-starter. 
As  a theoretically  profit-making  company  (though  Enic  lust 
money  last  year),  it  would  be  ineligible  for  lottery  funding, 
making  such  a grandiose  redevelopment  hard  to  justify. 
Letting  the  sale  proceed  looks  shrewder.  Assuming  a -mop  a 
share  bid.  valuing  Wembley  at  £220m.  and  netting  off  thu 
stadium  sale  proceeds  against  Wembley’s  iMOm  net  debt. 
Enic’s  bill  would  be  left  at  about  £160m.  The  result  would  be 
that  Enic  acquired  Wembley's  remaining  businesses,  grey- 
hound tracks  and  ticketing  for  a mere  6.5  times  1999  operat- 
ing profits.  But  Wembley  shareholders  are  unlikely  to  accept 
Enic’s  dismal  paper  when  a juicy  buy-back  is  imminent. 
More  cash  might  work. 


Doughty  opens  US  office 


By  Katharine  Campbell 


Doughty  Hanson,  the 
London  buy-out  house,  is 
taking  on  its  US  competitors 
on  their  home  turf  by  open- 
ing a New  York  office. 

The  operation  is  headed  by 
Kevin  Luzak,  36.  formerly  at 
Salomon  Smith  Barney, 
where  he  headed  distressed 
sales  trading  and  research 
within  the  fixed  income 


department.  Nigel  Doughty, 
chief  executive,  will  spend 
two  weeks  a month  in  New 
York. 

The  move  makes  Doughty 
Hanson  the  first  of  the  main 
European  private  equity  par- 
ticipants preparing  to  tackle 
larger  leveraged  buy-outs  in 
the  competitive  US  market 
It  will  invest  in  the  US  from 
its  latest  S2.7bn  fund,  com- 
pleted in  October  1997. 


ToibeboJdesaf 

LAI  SUN  INTERNATIONAL  FINANCE  (1597)  LIMITED 

U&S190JNMW 

4 PER  CENT.  CONVERTIBLE  GUARANTEED  BONDS  DUB  3002 
GUARANTEED  BY 

LAX  SUN  DEVELOPMENT  COMPANY  LtMTrKD 
(the"Bood*r’> 

NOTICE  IS  HEREBY  GIVES  itt  raxardnee  with  On ice  63  of  tbe  Trust  Deed 
between  Lai  Sun  Imemnoaal  Finance  (1997)  limited  (the  “UsceO.  Ui  Sim 
Devetopmcm  Company  limned  (die **Q ■BMW*)  and  Die  Law  Debenture  Trart 
Caponoou  pic.  (the  *Tftu*eer)  and  Omfirioo  IS  of  the  icons  and  taiiilim  of  dm 
Bonk  (tbe  “CnnrtMnraO  of  an  adjusmon  in  accoriaoce  with  Claw.  7.1  A of  the 
Trust  Deed  to  the  Conversion  Price  restoring  from  a rights  issue  of  Shares  of  the 
Guarantor  (the  “Sights  IsgnO  winch  was  amnoced  on  21*  December  1998.  The 
adjiBiman  u the  Cteovecaon  Price  wfll  become  eftenve  Mowing  completion  of  die 
Rights  Issue  on  T4  February  1999,  and  die  Conversion  Prices  before  ud  after  reefa 
arfrerem  toot  place  are  set  am  bdoor. 

Cbnvetaon  Rice  before  adjustment  for  Rights  Issue;  HKS9A0 

Ccmyeiwoc  Price  after  adjustment  for  Rights  Issue:  HKS6.70 

Terms  not  defined  herein  shall  have  the  meanings  given  to  them  in  tbe 
Conditions. 

TRUSTEE  - 

, THE  LAW  DEBENTURE  TRUST  CORPORATION  PLC 

PRINCES  BOOSE,  95  GRESHAM  STREET,  LONDON  EC2V  7LY 
LAI  SUN  DEVELOPMENT  COMPANY  LIMITED 
8*  January  1999  ■ • 


PETROFlNA 


© 


DIVIDEND  NOTICE 

On  January  4.  1999,  the  Shareholders  approved  a gross  dividend 
payment  of  460  BEF  (345  BEF  net  after  deduction  of  withholding 
tax  on  presentation  erf  one  ordinary  share  or  391  BEF  net  after 
deduction  of  withholding  tax  on  presentation  of  one  share  together 
with  one  STRIP-WPR)  for  the  23.459.774  shares  outstanding  at 
December37, 1998.  coupons  numbered  l5to30stiH  attached. 
The  dividend  wBI  be  payable  as  from  January  13.  1999  against 
coupon  nr  15  a*  : BBL  □ GB  Q CGER-flanque  □ KBC  □ Banque 
Artesia  □ Banque  Nationale  de  Paris  □ Cnftfit  du  Nord  □ Banque  fnt 
a Luxembourg  □ Banque  G6n.  du  Luxembourg  □ Commerzbank  □ 
Deutsche  Bank  □ ABN- Amro  Bank  □ Credit  Suisse  □ Sod6t£  de 
Banque  Suisse  □ Union  de  Banques  Suisses  □ Credrtn  ftafiano  □ 
Bardays  Bank  (Throgmorton  St,  London)  □ Citibank  ha.  (ADR 
Department)  USA 

PstroHna  SA.  Rue  de  ITndustrie.  52  - 1040  Bruxelles 
T.VA.  BE  403.079.441  - R.C.  Bruxelles  n*  227.957. 


1 


The  Nippon  Credit  Bank 
(Curasao)  Finance,  N.V. 

U.S.  $500,000,000 

Subordinated  Roatiag  Rate 
Guaranteed  Notes  2000 

In  acccmfance  with  the  remts  an d coodirions  of  (he  Notes,  notice  is 
hereby  riven  chat  the  interea  race  for  the  Imere*  Penod  from  31* 
December,  1998  to  JI«  Math,  1999  ii  5.775%  per  annum.  Hre 
Coupon  Amount  payable  on  the  31*  March,  1999  in  respect  or 
each  ofUS.  $10,000  in  principal  amoimr of each  Note  faU.£il,H.3& 


Bankers  Trust 

Company,  London 


Agent  Bank 


CREDIT  LOCAL  DE  FRANCE 
fTRf  SSO  000  000 
C AC  40  INDEX-LINKED  ZERO  COUPON  BONDS  DUE 2000 
ISIN  CODE : XS0035766968 

Notice  is  hereby  given  to  die  Bondholders  dnt.  po«MPt  |o  tte 

Terms  and  CtraUtSns  of  (be  Bonds,  CoojfihonARrfraM*^ 

Purchase”  iO  Ttofamtioo  Amount”,  “MT  (rerm  of  fwmnia 

for  calculation  oflhe Redemption  Amount 

Febniaty  4. 2000  and  oflhe  EatyRedentmioti  AnK^afimecase 

may  be)  is  eqnal  to  033921649  in  accordance  with  the  following 

formula: 

M7  = CAC  7 - CAC6 
CaC  6 

provided  that  in  no  « ^ 

(ton  035.  where  “CAC  & «=  3 02935  and  “CAC  T on  Jammy  4, 
1999  = 4057,223333  ' 

the  principal  paying  aceot 

SOCtKreCENXRALKSANK^7RIZyrSA.-LDXEMBOURG 


BUSINESSES  FOR  SALE 


CONTRACTS  & TENDERS 


For  Sale 

i rod.nl',;  - 
S'.lb<t,ll:ti.i] 


tNumAfb 


- 1*7  Ski  Slope  I *5  mb  fans  «4  3 
-Ujree  ftyk  Sid  UAp  «*  £ ih*.bBt 

•!B^pwdIpaareiawvi4hpwff4«4treBMitm> 
am,  ante,  retdoer  maap  wib  amua  far  indoor  school. 

• IMxd  (fctttkd  ortdwr  wimtag  pod  ad  pm*  reatsfe  fad. 

• b il  rival  J 17  acta  ef  putuK  red  raodhod. 

Forbnfcer  mfan*ric»  curea.Sritf  LmU9M  S52B5 
(yacarefcc  Lodge.  Onrctfl  Smbam  K2S  SPQ. 


The  undertaking  of 
Comtessa  Furnishings 
(London)  Limited 

INCLUDMG  BRAND  NAME, 

WEB  SHE,  CUSTOMER  LIST 
AND  APPROXIMATELY  EViMILUON 
OF  STOCK  AT  COST  AND  OTHER 
CHATTELS  ARE  AVAILABLE 
FOR  IMMEDIATE  DISPOSAL. 


For  further  Information 
please  contact  Hre 
UquMtor  P B Shah 
of  Patter  Wood  on 
0181  3857086  (Phone) 
0181  385  7087  (Fax)  ' 


r Central  America 

FOR  SALE 

Approximately  10,000 
acres  of  Virgin  Hardwood 
Forest  and  sawmill 
equipment  & rice 
plantation  and 
processing  plant 


Write  Box  B6233, 
Financial  Times. 
One  Southwark  Bridge. 
London  SE1  9HL 


BUSINESS  OPPORTUNITIES 


FOR  SALE 

High  Mountain  Spring  Water  Factory 

Modern  Equipment,  fully  licensed 
to  sell  as  Natural  Mineral  Water  in  EC, 
Sales  in  Germany,  Benelux, 
France,  Switzerland,  Spain  and  soon 
in  Great  Britain  and  USA. 

High  Quality  Product 

For  further  information,  only  to  buyers, 
not  intermediates,  please  contact 
fax  003493-7597439  (owners) 


Spanish  S.L.  Company 
For  Sale 

owning  three,  2 bed  luxury 
apartments,  Puerto  Barms  area. 
Renta)  Income  Sept  98 
£32,000, 

plus  two  tier  buikBng  plot  In 
Tormweva  with  provisional 
drawings/plans  to  construct 
two  large  vgtas. 

Total  Cost  £320.800  Q.N.0. 


TO.  No:  01622  682679 
Fax  No:  01 622  682  695 


SODIUM  HYPO-CHLORITE  Plant 


2 BectrolyzerPrim.  Production: 
Chlorine  6.7t/dsy 
NuOH7.5t/day 
Hydrogen  0^t/day. 
German  Origin  • 13ttJ<V/380\A60  Tfc. 


CONTRACTS  & TENDERS 


rrwwiainwKOFGBBCEi 


TENDER  NOTICE 

The  procuring  entity  - the  Latvian  state  enterprise  “Vldes  projekt"  (Pils  str.  17,  LV  - 1050,  Riga, 
Latvia)  invites  competitors  to  submit  tenders  on  supply  of  hazardous  waste  (mainly 
pesticides)  treatment  and  disposal  facility  (CPV  reference  number  90002490-2)  in  Latvia.  One 
competitor  may  submit  several  variants  as  separate  tenders. 

Interested  competitors  may  obtain  further  information  and  Inspect  the  solicitation  documents 
at  the  procuring  entity’s  office  (address  above)  from  09:30  to  13:00  hours,  Monday  through 
Friday.  A complete  set  of  solicitation  documents  in  English  or  Latvian  may  be  obtained  by 
interested  competitors  on  the  submission  of  a written  application  to  procuring  entity  and  upon 
payment  of  a non-refundable  fee  of  500  USD  to  the  bank  account  of  the  procuring  entity 
Latvijas  Unibanka,  brarion  Vecriga,  Pits  str.  23,  LV  - 1050,  Riga,  account  Nr.  01648074124 
(code  310101983). 

The  documents  shall  be  sent  by  air  mail. 

Tenders  shall  be  received  not  later  than  on  5 March  1998  at  12:00  houis  East  Europe  time  by 
the  procuring  entity  (address  above).  Late  tenders  will  be  re)ected.  Each  tender  must  be 
accompanied  by  a tender  security  of  30,000  USD.  Tenders  shall  be  submitted  in  English  or 
Latvian. 

Tenders  will  be  opened  in  the  presence  of  competitors  .representatives  w ho  chose  to  attend  at 
13:00  hours  on  5 March  1999  in  Ministry  of  Environmental  Protection  and  Regional 
Development,  address:  Peldu  str.  25.  Riga,  Latvia. 
lenders  will  be  evaluated  by  price  (40%  of  merit  points)  and  other  criteria. 


INVITATION  FOR  EXPRESSIONS  OF  INTEREST 
IN  THE  FORM  OF  NON-BINDING  OFFERS 
FOR  THE  PURCHASE  OF  51%  OF  THE  SHARES  OF 
IONIAN  & POPULAR  BANK  OF  GREECE  SJL 

Within  he  bamemrk  oi  Join! Mnetnd  Deoson  no  345Qfl.12.199B  S Be  Mh&ek  nt  Nalkral  Economy  Finance  aid  Dwetoprert  J tv 
RepritSe  of  Guam,  Commercial  Bank  d Grace  SA  (re  Company)  has  authorised  Morrjsi  Guaratfy  TncJ  Canpanj  o|  Mac  York  (JP 
Mogan).  in  its  opadyas  ostasNe  financial  aMsa  ta  *b  Company  in  camedixi  wih  11*  sale  ol  a 5V*  paii^Hlion  s&ta  d re  Comp®* 
in  reshse  cqfci  o(  Ionian  & Popre  Brt  d Grace  SA  {tawnl.  to  announce  ta  Company-,  rteremn  to  set  fleabow  stake  in  Ibwh 

loniM  ft  Pnprtr  Bate  nf  fimea 

Ionian  is  a UI  sovice  commercial  bank  located  in  Grace:  tfe  fourth  largest  hiD  service  bank  In  Be  Greet  cuundoal  bariang  nvnkfl  by 
lofel  asset.  B»  Gtfli  targesl  by  tratet  capfaksaPwi  toman,  siter  directly  or  Itirougti  is  speoaleed  aftsttanes  (Ionian  Mutual  funds. 
Ionian  kwessnerts.  Ionian  leasing.  Ionian  Secures  and  Imiai  finance),  operate  m mosl  areas  ol  Be  rmanoal  service,  sum  to 
among  commercial  barbs  a!  year  end  1997  Ionian  had  a 5 8%  share  ol  Be  Greek  ban  natal.  8 2%  of  Be  dqmstl  marts  and  had  issued 
apprarimatefy  6 9%  ol  ttal  VBA  cants  in  8*  Greek  matat 

As  o<  June  30. 19SB  lorwft  (fetAuSon  nsnrk  rawed 222  branties  n Grate.  276  flllfc.  15  "Smart  Banks’  and  V oroseas  brarrti* 
Ionian  also  operas  in  sores  dinted  norHartong  areas  Brough  it  subatJeries  Iwian  Hotel  Emepfces  and  tonnn  Eihracn 

SttaProcadare 

The  sale  rtl  be  effected  Brough  an  insmaimai  tw  phase  conNKlitive  M process  and  accmding  id  prescribed  procedures  anl 
araetehte.  in  Phase  I,  mteresfcd  parties  are  iwtefl  ta  ^rply  to  J.P  Morgan  for  an  (nfomaiBn  Memorandum  wti  dAnled  mtamtiion. 
•hich  is  and  shaB  be  Beaied  as  tonfafenttf.  art  for  t*  reason  Be  nwoiene  stall  be  astaj  ta  sgn  a CorWeniriiiyr  Agreement 
The  Company  sioH  rtefivw  Be  conGdenTO  hfontekm  Memmnhan  to  jppliaris  »ho  sSfely  any  ol  the  totawig  mleiia 

(a)  they  hold  a currently  valid  banting  license  in  Gieece  or  in  siother  European  Union  member-stale  n in  a diiid  country  *lfl< 
ajubatart  supawsmy  requternnfe  lo  fliose  ol  Bm  European  Union  lor  B*  IwU  igwiiion  ol  tenting  mstWions.  or 

(b)  fliey  hold  a omcra  sbke  ol  least  30%  in  a financial  instilutloa  hoktaQ  a bonlting  llcevee  satisfying  airerian  (j)  abow.  oi 

(c)  they  are  able  to  prove,  to  (he  satisfaction  oi  Bie  Company:  through  bank  references  from  banks  sfacdymg  mterion  ial  above,  or  by 
any  (flher  means  accqflable  to  the  Company,  after  cnsihation  vriVr  the  fmanaat  advisor,  that  Ihe  arplkanl  b in  a position  to 
lawUJy  pay  in  fed  re  putfHseprirelai  toeSIt  ol  IhestBra  d Jaran. 

A confidential  Honnation  Memorandum  will  be  supplied  to  appl carts  who  satisfy  the  above  criteria,  iogelher  with  details  ol  Ihe 
procedwe  end  bmatabie  to  be  toPtwed  in  Phase  I 

Hie  recipients  ol  the  Irflormatiai  Memorandum  should  note  ra  Ihe  Phase ) limeiaUe  cans  tor  mdicai'ivt-  non-btodUig  otters  to  bo 

submflU  by  iral  aridtos  tv  by  5B0  p.m.  London  line  un  Febnrary  a 1999  to  Ihe  Whnving  addius 

COMMERCIAL  BAW  OF  GI»CE  S A 

Cto  MORGAN  HMRANTY  TRUST  COAffiANY  OF  NEW  YOW 

P.O.Box  161. 

SO  Wctoria  Embankment 
London  EC4YHP.UK. 

AaeDtrmr  Mr^ Terence  Erxies,  Managing  Draax 
Fare  0044171 325  8261 

SKb  hufleathw,  nuv-Mmflng,  effers  eftnU  foctedK 

(I)  the  vAto  in  Grea  Dradmas,  that  the  Interested  purchaser  is  prepared  to  pay  lor  the  51*«  state  in  toman,  as  described  m die 
Wormatisn  Memorandum, 

(ii)  the  prretofaassunptionsonvdiictilhs  bid  prcposS  ts  hasaL 

OS)  any  addixxaisignrearev*OT4iofl  are  re  BJestirro  ttawxAi  need  to  be  answered  m t«da  lo  uaUe  tie  ctetesicd  purchase 
ta  rannplete  the  preparalion  ta  mata  3 de6vir«  binding  mopasrf. 

(tv)  desorption  d Bie  sources  and  ol  toe  tune  ol  availaMity  ui  tl»  reJevan!  tends  to  fearce  rhe  paymsrt  at  tte  pincJuso  piite 
lv)  any  material  conditions  to  ahkJi  a dtinl'nc  propose  mtJd  be  siyed.  indufing  anyanrmrals  lequhed  to  secure  linananp  s,  bkii 
as  any  necessary  board  or  re^datory  a^wnties  ^pravafe,  together  adft  ai  iwkation  ot  B»  Wncable  lor  obtanirrg  sudi  apremtos. 
(vi)  the  current  plans  eilh  resped  to  the  luture  devetopnent  ot  loniaa 

(vfi)  the  trams  to  sternal  admras  enpged.  or  artwoaM  to  be  enpged,  on  hehall  to  re  interested  punter  regarding  re  ate 
transaction,  and 

(vttl)  cotoirmtoian  (bare  interested  purdiK  to  acting  tor  rfa  oon  account  and  not  as  a broter  or  agcniDltovd  turties. 

Prior  to  Phase  U.  an  mutation  wU  be  pubtidred  ta  the  stomtosKm  to  final  ttndmg  otters  accompanied  by  bar*,  tetters  to  guarantee. 
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Ionian  EC4Y  OF.  UK  Atm  Mr  feence  Ecdes,  Managing  Director 
Tat  0044171 325  4160.  Fac  0044171 328261 
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FINANCIAL  TIMES  FRIDAY  JANUARY  8 


MANAGEMENT  & TECHNOLOGY 


INTERVIEW  BERT  ROBERTS,  MCI  WORLDCOM 


Cut  off 


wrong 


UK  shareholders 
rejected  a merger 
with  MCI  but 
the  chairman  is 
hanging  on,  writes 
Richard  Waters 


1 Bert  Roberts  still 
seems  bitter  about 
the  failure  of  his 
transatlantic  ambitions. 

It  is  two  years  since  the 
former  chairman  of  MCI, 
then  the  second-largest  US 
long-distance  telephone  com- 
pany, agreed  a merger  with 
British  Telecommunications. 
Now,  as  chairman  of  the  new 
MCI  WorldCom,  be  finds 
himself  the  figurehead  of  a 
very  different  company  - 
and  playing  second  fiddle  to 
the  new  firebrand  of  the  tele- 
coms industry.  Berate 
Ebbers. 

To  bear  Mr  Roberts  talk 
about  it  now,  the  failure  of 
the  BT  merger  was  due 
entirely  to  a lack  of  vision 
on  the  part  of  a small  group 
of  big  UK  investors. 

‘The  shareholder  base  in 
the  UK  is  conservative,  they 
are  reserved,"  he  says. 
“They  want  to  look  at  BT  as 
something  that  will  never 
lose  market  share  and  will 
continue  to  crank  out  high 
dividends.”  He  contrasts 
that  with  shareholders  in 
the  US,  who  “love  the  likes 
of  MCI  and  WorldCom  - 
they  look  for  capital  appreci- 
ation in  the  stock." 

If  that  sounds  like  sour 
grapes,  it  probably  is.  “I 
think  it  was  near-sighted,  I 
think  it  was  wrong,"  Mr 
Roberts  says  of  the  share- 
holder pressure  that  led  BT 
to  cut  the  value  of  its  offer 
for  MCL  eventually  dooming 
the  merger. 

Mr  Roberts’s  attachment 
to  his  earlier  vision  may 
seem  surprising  from  this 
distance.  MCI  WorldCom  is 
the  world  leader  in  carrying 


internet  traffic  and  is  widely 
viewed  as  a pace-setter  in 
the  international  telecoms 
business.  Earlier  this  month, 
its  stock  market  value  sur- 
passed that  or  AT&T,  a com- 
pany whose  revenues  are  60 
per  cent  greater. 

But  the  former  MCI  boss 
has  had  to  take  a back  seat. 
There  is  no  question  who  is 
calling  the  shots:  Mr  Ebbers. 
the  former  basketball  coach 
and  WorldCom  chief  execu- 
tive who  has  won  over  Wall 
Street  with  a string  of  canny 
acquisitions.  “When  you 
have  put  your  stamp  and 
your  fingerprint  on  [a  busi- 
ness}, it’s  emotionally  tough 
to  step  back,”  says  Mr 
Roberts  of  his  new  role. 

That  probably  accounts  for 
his  apparent  ambivalence 
now.  Just  because  the  BT/ 
MCI  plan  was  the  right  one 
to  pursue  at  the  time.  uit 
doesn’t  mean  that  what 
we’re  doing  now  isn’t  more 
right,”  he  says,  torturing 
logic. 

There  has  certainly  been 
strong  stockmarket  backing 
for  MCI’s  merger  with 
WorldCom,  thanks  in  part  to 
the  new  company's  heavy 
involvement  in  some  of 
the  fastest-growing  parts 
of  the  telecommunications 


Mssing  tWc  Roberts  announces  the  1996  plan  tq  merge  BT  and  MCI  which  was  later  refected  by  the 


British  company's  Shareholders 


Reuters 


how  it  handles  deregulation 
of  the  local  telephone  busi- 
ness at  home,  be  suggests. 
“We're  still  sitting  here  with 
the  world's  biggest  market  - 
the  tioobn  local  market  - 
just  on  the  verge  of  opening 
up,”  he  says.  It  was  the  for- 
mer MCTs  costly  attempt  to 
break  into  that  market  that 
scared  off  BTs  investors  - 


Mr  Ebbers  does  not  have  a reputation 
for  sharing  power,  or  even  trying 
particularly  hard  to  retain  executives 


business. 

But  there  is  still  much  to 
play  for  as  the  global  tele- 
communications industry 
consolidates.  As  Mr  Roberts 
sees  it,  there  will  eventually 
be  four  or  five  “super-carri- 
ers". And  to  cement  its  posi- 
tion as  one  of  these,  MCI 
WorldCom  will  need  to  move 
on  a number  of  fronts. 

Most  important  will  be 


although  Mr  Roberts  says 
that  BT  knew  from  the  start 
what  the  costs  would  be. 

Grabbing  15-20  per  cent  of 
that  local  market  would 
nearly  double  MCPs  reve- 
nues. he  says.  But  similar 
forecasts  by  other  carriers 
have  proved  woefully  unreal- 
istic. Most  notably.  AT&T’s 
forecast  nearly  three  years 
ago  that  it  would  take  20  per 


cent  of  the  local  market  in 
practice,  it  has  barely 
scratched  the  surface. 

The  second  boost  could 
come  from  more  acquisi- 
tions, particularly  of  wire- 
less companies.  While  call- 
ing such  a move  “possible”. 
Mr  Roberts  adds  that  the 
purchase  of  armrhpr  “tradi- 
tional carrier”  Is  unlikely: 
instead,  deals  are  more 
likely  in  the  internet  or  data 
business  areas,  and  in  wire- 
less - the  one  high-growth 
part  of  the  industry  where 
MCI  WorldCom  is  conspicu- 
ously absent 

"It  is  our  belief  that  -wire- 
less properties  around  the 
world  are  going  to  lose  value 
simply  because  of  fnew] 
competition,”  says  Mr 
Roberts.  He  was  speaking 
before  the  news  of  two  rival 
bids  for  AirTouch,  the  larg- 
est US  wireless  company, 
which  has  driven  the  share 
prices  of  other  wireless  com- 
panies up  on  speculation 
about  other  mergers. 

Investment  overseas  is 


WITH  PROFOUND  SADNESS 

PUTNAM  INVESTMENTS 

MOURNS  THE  PASSING  OF 


David  K.  Thomas 

Our  colleague.  Our  friend. 


PUTNAM 

INVESTMENTS 


Notice  to  Ihe  Bondholders 


LG  Electronics,  Inc. 


US$40,000,000 
1.25%  Convertible  Bonds 
due  2006 


NOTICE  IS  HfflEBY  GWEN  tt 
the  BornStoWere  Ihot.  due  to  an 
Issuance  by  the  Company  of 
21,500,000  shores  of  common 
stock  of  the  Company,  the  ©dat- 
ing Conversion  Price  par  share  of 
conroon  stack  of  Via  Corrpary 
has.  pusuant  to  tttBprevWona  of 
the  Indenture  constituting  the 
Bonds,  bean  adjusted  from 
KRW23325  to  KRW22.174  with 
effect  tom  13th  November,  1996. 


LG  Electronics  Inc. 

Oaoreeraa  1998 


Home  and  Office  Software. 


For  more  information  please  call: 

Tel:  +44  171  873  3348  Fax:  +44  171  873  4331 
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also  high  on  MCI  World- 
Corn's  plans  - although  less 
prominently  than  in  the  US, 
which  wfll  remain  the  top 
priority.  In  its  post-BT  incar- 
nation, MCrs  view  of  the 
world  will  be  from  the  US 
looking  out.  That  is  a per- 
spective from  which  it 
should  be  possible  to  build 
one  of  the  next  generation  of 
super-carriers,  says  Mr 
Roberts. 

Whether  be  will  be  there' 
for  the  ride  Is  difficult  to  pre- 
dict. Mr  Ebbers  does  not 
have  a reputation  for  shar- 
ing power,  or  even  trying 
particularly  hard  to  keep  the 
services  of  executives  who 
join  bis  company  in  mergers. 
Gerald  Taylor.  MCI's  chief 
executive,  left  within  days  of 
that  merger,  although  he 
had  been  named  the  new 
MCI  WorldCom's  interna- 
tional boss.  And  the  chair- 
man of  MFS  Communica- 
tions, WorldCom’s  last  big 
acquisition,  left  quickly  to 
start  a rivaljxjmpany.  *.  • 

' 'For  how,  'though,'’  Mr 
Roberts  seems  wedded  to  the 
cause.  He  says  he  feels  an 
“inherent  responsibility  to 
make  sure  that  what  I built 
moves  on  to  the  next  phase 
successfully,”,  and  says  he 
will  stay  as  long  as  he 
remains  useful  to  Mr  Ebbers. 

“I  don’t  have  another  busi- 
ness I want  to  do:  I want  to 
make  this  one  work." 


DAVID  BOWEN  ■ 

WEB  SITE  INSPECTION 
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US  and  UK  government  sites  have  a lot  to 
offer  - until  it  comes  to  difficult  issues 


The  web  should.  It  seems  to 
me,  be  a terrific  place  to  get 
your  view  paint  across  - 
especially  if  you  are  in  a 
spot  of  bother.  You  can 
construct  your  defence 
immediately,  write  as  much 
as  you  like,  and  be  your  own 
spin  doctor.  Yet  hardly 
anyone  seems  to  use  their 
sites  in  this  way:  the  only 
exception  I know  of  is  Shell 
(mmDjheB.com),  which 
tackles  foes  such  as 
Greenpeace,  and  even  has 
ijnhg  to  their  web  sites. 

Which  leads  me  to  the 
White  House  and  Number  10 
Downing  Street  sites. 
Occupants  of  both  are 
feeling  uncomfortable,  yet 
neither  site  makes  any 
attempt  to  tackle  the  issues 
of  the  moment  Hie  White 
House  site  is  amazing,  as 
most  US  government  sites 
are,-  in  the  sheer  volume  of 
Information  it  contains. 

If  you  want  a biography 
and  picture  o£  every  First 
Lady,  here  it  is. 

And  if  you  want  proof  that 
life  is  a only  a pale  imitation 
of  Disney,  that  Is  here  too. 
The  “Winter  Wonderland: 
Holidays  at  the  White 
House”  tells  us  “miniature 
versions  of  Socks  and 
Buddy,  the  Clintons’  pets, 
frolic  through  the  kingdom 
in  the  true  spirit  of  the 
holidays”. 

But  if  you  want  anything 
that  might  tackle  those 
touchy  subjects  everyone 
pi»>  is  talking  about,  no  luck 
here.  Despite  the  links  to  US 
government  departments. 


the  rose-tinted  spectacles 

remain  firmly  in  place- 

The  Number  10  site  is 
better  if  only  because  it  is 
mercifully  schmaltz-free:  no 
pets  or  family,  and  Tony 
Blair’s  biography  is  a simple 
CV  (past  prime  ministers 
back  to  Harold  Macmillan 
get  a fuller  write-up).  The 
navigation  is  superb  (among 
the  best  I have  seen  on  any 
site),  the  design  neat  and  the 
tour  of  the  building 
excellent  I particularly  like 
the  way  you  can  click  on  a 
small  photo  so  that  it  blows 
up  in  a special  window:  a 
good  way  of  combining 
fast-loading  with  full-sized 
pictures  for  those  who  want 
them. 

But  again  it  is  all 
chirpy-chappy  stuff.  A 
handful  of  news  releases 
indude  an  intriguing  one 
about  “mordemising  [sic] 
the  UK  economy",  while  a 
specially  written  feature, 
under  Mr  Blair's  name,  tells 
us  “what  the  government 
has  achieved  in  our  first  18 
months”. 

There  is  an  interactive 
section  where  you  can 
register  to  receive 
government  releases  by 
e-mail,  watch  a 
nine-month-old  video  of 
Tony  Blair  talking  to  Sir 
David  Frost,  and  take  part  in 
a forum.  But  this  forum, 
while  well-used,  is  entirely 
“between  the  people”  - no 
sign  of  our  beloved  leaders 
wanting  to  get  involved. 

Perhaps  I am  being  naive, 
but  it  seems  to  me  that  a 


I WISH-  TH^'D  VISIT 
WV  WEBSITE  INTTEfcP 


web  site  should  be  the  place  - 
where  we  can  hear  what  ti»* 
horse  is  saying  withJts  own 
mouth?  Will  that  ever, 
happen? 


iBimo.  iohite)iouse.gao 
Overall*** 

Design  *** 
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www. number-  ZQgov.uk 

Overall***  . 
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So  here  we  are  with  a new 
currency.  I decided  to  find 
out  about  the  euro  by 
looking  at  the  web.  but  ran 
immediately  Into  a problem: 
the  choice  is  vast,  and  a big 
bank  site  without  a euro 
section  is  as  rare  as  a hen’s  ; 
tooth.  So  I let  myself  be 
seduced  by  advertising:  UBS 
spent  goodness  knows  how 
much  advertising  its  euro 
web  site  In  this  newspaper 
before  Christmas,  and  I must 
say  it  was  blowing  its 
trumpet  with  reason.  • - 
The  quadrilingual  site  has 
a phenomenal  amount  of 
information,  ranging  from 
“the  basics”  via  an 
explanation  of  the  European 
Central  Bank’s  role  to  a 
useful  Investor’s  guide.  UBS 
explains  clearly  how  it 
thinks  the  euro  will  affect 
equity,  bond  and  money 
markets.  You  can.  also 
download  a “euro 
calculator”  which  will  give 
you  conversion  rates  for  any 
of  tiie  ll  currencies  which 
embraced  the  euro  and  each 
other. 

Navigation  is  straight- 
forward, and  is  the  key  to 
the  site’s  strength.  You  can 
click  easily  across  to  the 
“quotes”  area  and  look  up 
stocks  and  bonds  in  several 
markets  in  real  time  - 
eunxienominated  instru- 
ments are  included. 

This  is  the  sort  of  service 
only  expensively  wired 
professionals  could  get  even  - 
a year  ago:  it  may  even,  in 
time,  have  quite  an  effect  on 
the  way  that  the  markets 
work. 
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tot* 


unow.ubs.comlelpccicuro.hml 


Overall 
Design*** 
Navigation 


David  Bowen  is  editor  of  Net 
Profit  newsletter 
(www.  net-profitca.uk; 
infixqnet-profiLco.uk). 
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MY  SECRET  WEAPON 

CLAUS  GERCKENS  ON  SERVICE 


Philosophy 
that  pays 


Peter  Marsh  finds 
a paper 
management 
company 
determined  to  be 
number  one 


Claus  Gerckens  is  chairman 
of  BOwe  Systec,  a German 
company  which  is  the  world's 
second  biggest  supplier  of 
high-speed  paper 
management  equipment.  The 
company  started  in  1945  as  a 
maker  of  dry-cleaning 
equipment  In  1997  it  had 
sales  ofDM284m,  78  per  cent 
outside  Germany. 


Our  customers 
discuss  their 
requirements  in 
terms  of  truckloads 
of  paper.  For 
instance,  one  of  our  small 
machines  can  put  letters  in 
envelopes  for  mailing  at  the 
rate  of  6,000  an  hour.  NTT, 
the  Japanese 
telecommunications 
company,  has  45  of  our 
systems  with  total 
throughput  of  4m  letters  a 
day.  • 

One  of  our  most  complex 
machines  was  for  Allianz, 


the  German  insurance 
company,  where  the  system  . 
bad  to  sort  and  insert 
several  dozen  different  types 
of  documents  and  put  them 
in  different  sizes  of 
envelopes  at  the  rate  of 
several  thousand  an  hour. 
The  machine  was  highly 
sophisticated  and  cost  about 
DM2m  (£727,000). 

There  are  lots  of 
technology  demands  on 
what  we  do.  Our  equipment 
has  to  Identify  documents 
being  presented  to  it  using 
specialised  Image  processing 
systems  and  advanced 
software 


There  are  high-speed  . 
guillotines  Inside  the 
systems  to  cut  paper  . 
accurately.  At  present  these 
are  orthodox  cutting  blades 
but  we  could  use  ceramic 
cutters  or  even  lasers  in  the 
future  to  make  the  machines 
faster. 

We  use  small  Jets  of 
compressed  air  to  open  up 
each  envelope  so  that  the 
correct  pieces  of  paper  can 
be  inserted  inside.  The  time 
for  this  can  be  as  little  as  a 
fifth  of  a second. 

The  company  requires  a 
breed  of  “mechatronic” 
engineer  who  understands 
both  mechanical  and 
electronic  disciplines.  About 
half  the  cost  of  each 
machine  is  in  mechanical 
engineering,  the  rest  in 
electronics  and  software. 

Bat  the  real  key  to  Bflwe 
Systec  is  our  service 
philosophy.  We  have  to  work 
closely  with  our  customers. 
We  always  think  about  ways 
of  organising  this  aspect  of 
the  business  better. 

We  really  are  a service  ■ 
company  that  happens  to  be 
making  things.  Perhaps  our 
secret  weapon  is  a network 
of  service  and  maintenance 
people  who  keep  in  constant 
touch  with  our  customers 

and  are  an  extension  of  the 
marketing  side  of  the 
company. 

Of  our  1550  employees, 
nearly  40  per  cent  are  in 
some  type  of  service  job 
including  maintenance,  up 
from  about  25  per  cent  five 
years  ago. 

For  example,  we 
constantly  have  service 
technicians  at  Barclays 
Bank,  another  big  customer. 
Their  Job  is  to  supervise  the 
machines,  but  they  ran  also 
talk  to  the  customer  about 
his  needs  and  discuss  new 
types  coproducts. 
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Claus  Gercfcens:  *Wa  have  to  work  closely  with  our  customers' 


With  this  service-based 
philosophy  we  receive  a 
constant  revenue  stream  and 
permanent  access  to  the 
companies  we  supply  to. 

This  provides  an  opportunity 
to  keep  track  of  how 
these  companies  develop, 
and  to  change  what 
we  do  accordingly. 

As  to  the  future,  we  are 
determined  to  grow  bigger, 
expanding  sales  at  about  10 
per  cent  a year.  We  have  our 
sights  on  becoming  the 
number  one  in  the  world, 
overtaking  current  industry 
leader.  Bell  & Ho  wen  of  the 
US. 

Our  current  worldwide 
market  share  is  17  per  cent 
and  we  want  to  expand  this 
to  3&35  per  cent.  But  we 
won’t  buy  market  share  - 
we  waqt  to  earn  it  profitably 


mid  are  keen  to  maintain  a 
pre-tax  profit  margin  of  10 
per  cent  We  achieved  11.7. 
per  cent  in  1997. 

We  need  to  expand  our  - 
business  in  the  US  and  are 
prepared,  in  the  longterm,' 
to  consider  building  a plant' 
there  that  would  be  in  . 
addition  to  Bdwe  Systec’s  ‘ 
two  factories  in  Germany. 

Because  or  our  market 
niche  and  concentration  on 
service,  we  can  charge 
relatively  high  prices,  which' 
helps  to  pay  for  the  high  • . 
levels  of  research  and 
development  we 
need.  Our  goal  is 
to  concentrate  an 
one  small  part  of 
the  machinery 
business,  but  to 
do  this  on  a world- 
wide basts.  (■ 
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EURO  PRICES 


,EQUITIES_ 

Bourses  slip  as  dollar  falls  against  yen 


CURRENCIES  & MONEY 


EURO  SPOT  FORWARD  AGAINST  THE  EURO 
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EUROPEAN  OVERVIEW 

By  Vincent  Botand 


European  stock  markets 
closed  lower  yesterday  as 
the  focus  of  attention  turned 
away  from  the  euro  and 
towards  the  OS  dollar. 

It  slumped  to  its  lowest 
level  against  the  yen  for 
more  than  two  years  as  fears 
rose  of  a repatriation  of  cash 
by  Japanese  investors. 


which  have  huge  doHar- 
denominated  assets. 

While  much  of  the  decline 
- relatively  modest  in  the 
context  of  the  sharp  game  in 
European  and  OS  share 
prices  already  this  weds:  - 
was  due  to  profit-taking,  the 
drop  was  also  prompted  by  a 
cut  in  stock  allocations  by 
Abby  Joseph  Cohen,  the  OS 
strategist  at  Goldman  Sachs, 
and  by  the  moratorium 
imposed  by  the  Brazilian 
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state  of  Minas  Gerais  on  its 
debt  to  the  federal  govern- 
ment 

AH  European  bourses  were 
weaker  although  some 
closed  above  their  lowest 
points  for  the  day.  The  FTSE 
Eurotop  30Q  index  of  Trading- 
shares  fell  14.93  or  L18  per 
cent  to  1.24&89.  The  FTSE 
Eurotop  100  index  slipped 
29.8 & or  1.02  per  cent  to 
2,8S4J27,  while  the  FTSE 
Ebloc  100  Index  of  stocks 


from  euro-zone  countries  fell 
15.82  or  1.46  per  cent  to 
1,06880. 

Some  of  the  week's  high- 
est-flying sectors,  such  as 
telecommunications  and 
banking,  paused  for  breath 
amid  mild  profit-taking. 

Vodafone  fell  €0.20  to 
€15.21,  KPN  was  down  €3  at 
€50.75,  and  Mannesman!!, 
which  has  extensive  mobile 
phone  interests,  was  €1.90 
lower  at  €115.64. 


1 FTSE  Actuaries  Share  Indices 
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But  Swisscom,  recently 
floated,  rose  €14.70  to 
€382.48,  bucking  the  general 
trend  in  the  telecoms  sector, 
where  the  index  feU  L4  per 
cent 

SAP  recovered  a little  of 
the  ground  lost  on  Wednes- 
day, when  it  produced  disap- 
pointing 1998  results,  to 
climb  €14.50  to  €31850. 

Personal  care  stocks  were 
weaker  with  L’Orfal  leading 
the  slide,  falling  €41  to  €636. 

The  steel  sector  pasted 
solid  eb"1*  amid  signs  inves- 
tors are  turning  positive 
towards  it.  while  paper 
stocks  were  boosted  by  UPM 
Kymmene,  which  rose  €140 
to  €24.75.  . . 

Carmakers  were  hit  by 
profit-taking  although  they 
are  8tm  well  up  on  the  year 
so  far.  Peugeot  fell  €5  to  €138 
but  Volvo  - which  may  be 
ready  to  sell  its  automobile 
division  - rose  higher.  Its  A 
shares  were  €1-40  higher  at 
€23.70. 
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FOCUS  ON  CREDIT 


Barclays  Capital  is  aggressively  positioned  to  meet  the  challenges  of  the  EURO 
credit  markets.  With  its  US$416  billion  balance  sheet  and  AA  credit  ratingr 
Bardays  Capital  provides  high  quality  innovative  solutions  to  its  global  client  base. 

Barclays  Capital 
The  facts: 

Fully  integrated  capital  raising  and  structuring 
Leading  global  credit  and  high  yield  research 
Comprehensive  global  distribution 
lop  quality  secondary  market  trading  capability 
Dedicated  ratings  advisory  service 
Creative  financing  and  risk  management  solutions 

At  Bardays  Capital  we  believe  in  pushing  back  the  frontiers. 


BARCLAYS 

CAPITAL 


A SHARPER  FOCUS 

CHICAGO  • FRANKFURT  • HONG  KONG  * JOHANNESBURG  • LONDON 
MADRID  * MILAN  * MUMBAI  • NEW  YORK  > PARIS  » SINGAPORE  * SYDNEY*  TOKYO 
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INTERNATIONAL  CAPITAL  MARKETS  


US  Treasuries  drag  down  Europe 


RcufuiUADif  imunc  these  markets  are  highly 

correlated."  said  Phyllis 

Reed,  at  Barclays  Capital. 
UK  gilts  benefited  from 


By  Babul  Jacob  in  London 
and  Jofm  Labato  in  Mow  York 


European  bond  markets 
dosed  lower  after  weakness 
in  US  Treasuries  dragged 
them  down  in  afternoon 
trading.  The  down-draft  from 
the  US  was  the  result  of 
more  volatility  in  the  dollar- 
yen  exchange  rate.  The  bund 
future  dosed  at  116.63,  down 
from  1HL80  yesterday. 

“European  markets  want 
to  rally,  but  they  are  coming 
under  pressure  because  of 
the  weakness  in  the  US  mar- 
ket. The  bottom  line  is  that 


the  decision  to  cut  interest 
rates  by  25  basis  points.  Ten- 
year  UK  gilt  futures  dosed 
at  119.46,  up  from  119.16. 

Speculation  about  whether 
rates  would  be  cut  bad  oscil- 
lated back  and  forth  over  the 
past  few  days,  but  the  cut 
was  treated  as  a surprise. 

“The  market  response 
would  indicate  that  it  wasn’t 
factored  in.  You've  seen 
strong  performance  at  the 
front  end  of  the  yield  curve,” 
said  Andrew  Bevan,  at  Gold- 
man Sachs. 


The  dollar’s  slide  against 
the  yen  depressed  European 
markets,  but  didn’t  hold 
back  another  successful 
European  government  auc- 
tion when  France  sold 
€3.4bn  of  10-year  OATs  at  a 
yield  of  3£l  per  cent  and 
€37ton  of  a 30-year  issue  at 
4.63  per  cent. 

Some  €21  bn  In  European 
government  bonds  will  have 
been  issued  this  week,  hut 
there  were  few  signs  of  indi- 
gestion. The  French  10-year 
was  oversubscribed  2% 
times.  “The  auction  under- 
pins the  strong  demand 
we're  seeing  for  European 
bonds,"  said  Ms  Reed 


The  US  aside,  there  is  good 
news  for  bond  Investors  in 
Europe.  Earlier  in  the  weak, 
a German  economics  insti- 
tute sharply  lowered  its  fore- 
cast for  economic  growth  in 
1999.  The  market  has  begun 
to  discount  an  Interest  rate 
cut  by  the  European  Central 
Rank  in  the  coming  mouths. 

“If  you  looked  at  European 
markets  in  isolation,  the 
underlying  fundamentals 
look  pretty  constructive  for 
bond  investors."  said  Mr 
Bevan. 

US  Treasuries  tumbled  as 
stocks  rebounded  from  a 
morning  sell-off  and  the  dol- 
lar fell  against  the  yen. 


By  early  afternoon  the 
benchmark  30-year  bond  was 
down  £ at  lOOg.  sending  the 
yield  up  to  5227  per  cent. 
Shorter-term  issues  were 
also  down,  with  the  10-year 
note  off  % to  99g. 

“There  is  some  concern 
that  the  economy  is  growing 
at  a healthy  dip."  said  David 
Glag,  market  strategist  at 
Donaldson,  Lufkin  & Jen- 
rette  in  New  York. 

Traders  in  the  US  pre- 
pared for  the  release  of  the 
monthly  US  employment 
report  on  Friday.  Consensus 
expectations  are  for  payrolls 
to  have  climbed  by  200,000  in 

December. 


World  Bank 
raises  Dr40bn 


NEWISSUES  

Bj  Khozem  Merchant 


The  World  Bank  issued  a 
Dr40bn  bond  yesterday,  the 
largest  single  offering  in  a 
rash  of  recent  drachma- 
denominated  Issues. 

Four  drachma  bonds  have 
been  issued  this  week,  con- 
tinuing a trend  dating  back 
to  November  that  owes  its 
origins  to  the  devaluation  of 
the  Greek  currency  earlier 
last  year. 

Driving  the  issuance  is  the 
so-called  “convergence 
play".  Investors  believe 
strong  political  support  in 
Greece  for  the  euro-zone  will 
translate  into  European 
monetary  union  membership 
In  the  next  wave. 

This  political  momentum 
is  forcing  a convergence  of 
drachma  yields  towards  euro 
yields,  and  is  encouraging 
investors  to  pile  into 
drachma  paper. 

“This  convergence  play 
happened  with  Italy,  which 
eventually  joined  Emu,  and 
is  now  repeating  itself  with 
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New  international  bond  issues 


Greece.  Investors  believe 
convergence  will  take 
Drachma  yields  from  their 
present  6.5  per  cent  to  the 
euro  level  of  3 per  cent  And 
that  it  worth  a play,”  said 
Geraud  de  NadaiUac,  head  of 
syndicate  at  Royal  Bank  of 
Canada.  Yields  on  three-year 
Greek  bonds  have  narrowed 
by  30  basis  points  this  week. 

Finance  for  Danish  Indus- 
try, a government-owned 
bank,  issued  its  first  euro 
floating-rate  note.  The  six- 
year  €5G0m  bond  was  priced 
at  euribor  plus  18  basis 
points  and  traded  tighter  in 
the  after-market 

The  issuance  of  euro  FRNs 

has  been  hit  because  of  the 
high-cost  of  conversion  Into 
dollar  funding,  known  as 
“swap  arbitrage”.  This  has 
reduced  supply  In  the  euro- 
FRN  market,  forcing  borrow- 
ers to  stick  to  issuance  in 
cheaper  dollar  paper. 

In  contrast,  fixed-rate  issu- 
ance continues  at  a ferocious 
pace.  Bankers  said  the  high 
volume  was  unlikely  to  lead 
to  the  “Japanese  problem"  of 
oversupply  dampening  the 
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market.  “Issuance  is  coming 
in  different  currencies,  at 
different  maturities  and  is 
targeted  at  different  inves- 
tors.” said  one. 


The  World  Bank  led  the 
way  with  a Slbn  add-on  to  a 
Slbn  issue  in  November. 

The  European  Investment 
Bank  also  issued  a €lbn 


add-on  to  an  earlier  €lbn 
offering-  A Council  of 
Europe  £500m  offering 
revealed  continuing  Japa- 
nese demand  for  euro  bonds. 


Portugal 
to  borrow 
mainly  in 
euro-zone 


By  PetK  Wn  In  Lisbon 


Portugal’s  state  financing 
needs  can  be  almost  wholly 
met  in  the  euro-sone  and 
debt  issues  in  other  curren- 
cies will  be  minimal,  Vi  tor 
Bento,  head  of  the  public 
debt  management  institute 
(IGCP).  said  yesterday. 

"We  may  tap  markets  out- 
side the  eurozone  for  spe- 
cific financing  opportunities 
to  take  advantage  of  niches 
in  the  market  where  there 
are  particularly  favourable 
pricing  conditions,"  he  said. 
About  2L5  per  cent  of  Portu- 
gal's public  debt  is  currently 
exposed  to  exchange  risk  In 
non-euro  currencies. 

Portugal’s  financing 
requirements  are  estimated 
at  €13ba  gross  and  €3tra  net 
in  1999.  This  compares  with 
borrowing  of  €l3.5bn  gross 
And  eibn  net  in  1998.  Mr 
Bento  said  the  apparent 
increase  in  net  requirements 
was  mainly  because  the 
IGCP  always  made  conserva- 
tive estimates  of  privatisa- 
tion revenues  at  the  begin- 
ning of  the  year. 

The  IGCP  plans  to  launch 
a new  10-year  line  of  Trea- 
sury bonds  this  month,  with 
an  initial  tranche  of  €1-5 bn, 
placed  by  primary  dealers 
Ceixa  Geral  de  Depdsitos, 
Portugal's  largest  bank. 
Banque  National  de  Paris 
and  ABN-Amro  Bank. 

From  February,  €250m  in 
this  lina  will  be  auctioned 
each  month.  A new  medium- 
term  line,  also  with  an  ini- 
tial tranche  of  €1.5bn,  Is 
expected  to  be  launched  in 
March,  followed  by  monthly 
auctions  of  €250ul 

A third  line  conld  be 
launched  in  mid-1999.  An 
existing  15-year  line  of  5.45 
per  cent  bonds  due  2013  initi- 
ated in  1996  is  also  to  be 
reopened  for  two  auctions  on 
February  24  and  March  24. 


Indian  powts 
group  may 
issue  bond 


t. 

:j3. 


By  Khnzem 


India's  National  Thermal 
Power  Corporation  is  consid- 
ering an  international  bond 
issue,  which  would  be  the 
A ret  by  an  Indian  coiporate 
is  nearly  is  months. 

An  issue  by  the  state- 
owned  NTPC.  India's  largest 

power  generator,  would  be 
closely  watched  by  other 
domestic  companies  as  an 
indicator  of  investor  appetite 
for  Indian  debt. 

It  may  also  persuade  the 

government  of  India  that  the 
mpmnnt  is  right  finally  to 
issue  its  debut  sovereign 
bond. 

Indian  companies  have 
been  shut  off  from  global 
capital  markets  because  of 
the  Asian  crisis  and  the 
upheaval  in  emerging  mar- 
kets. The  country's  nuclear 
bomb  teste  last  Mby  last  pro- 
longed their  exclusion, 
which  some  believe  may  per- 
sist. “There  is  still  consider- 
able scepticism  in  the  mar- 
ket [over  a successful  Indian 
issue!”  said  one  banker. 

Indian  corporates  have 
met  their  funding  require- 
ments by  tapping  the  domes- 
tic markets,  where  they  have 
raised  domestic  currency 
debt  with  long  maturities. 

Bankers  say  several  well 
known  Indian  corporate 
names  have  been  looking  at 
international  markets  fol- 
lowing the  return  of  relative 
c-flim  in  emerging  markets 
;>nri  the  lifting  of  sanctions 
provoked  by  the  nuclear 
tests. 

A banker  close  to  the 
NTPC  said  the  company  was 
weighing  the  merits  of  a 
bond,  which  is  considered 
the  preferred  option,  or  a 
syndicated  loan.  A mandate 
has  not  yet  been  awarded. 


A bond  issue  would  be  for 
about  S30Qm,  end  ft. fin# 
decision  is  expected  to 
second  quarter,  said  tfa* 


banker.  “We  expect 


r.F. 


resumption  of  borrowing  bj - 
Indian  corporates  In  thenar 
few  weeks,  possibly- 
NTPC.  There  will  not  be,  a 
flood  but  certainly  several  # 
the  better-known  corporate.’ 
names  and  state-owned  coa-v 
panics  are  now  looking  ova."*,  J 
seas.”  he  said. 

NTPC's  proposed  bond1 
would  be  the  first  since  Tata 
Electric,  part  of  the  Tata" 
industrial  holding  group£ 
Issued  a two- tranche  $300m"' 
•'yankee"  bond  in  July  1997. 

The  state-owned  Indian" 
Railway  Finance  Corpora^’ 
tion  raised  a Y8B5bn  syndi- 
cated loan  late  last  year£ 
which  was  privately  placed* 
and  guaranteed  by  thr- 

Ipriifln  government  _ 

If  the  NTPC  issue  went* 
ahead,  the  company  would ^ 
join  a select  club  of  cqmpa-^ 
nies  led  by  Reliance  Indus-- 
tries,  the  chemicals  groojC^ 
which  have  raised  funds  oo” 
International  debt  markets^  - 
Others  Include  state-ownetCr 
Indian  Oil.  . ,+ 

Reliance  was  the  ffrst^ 
Indian  company  to  issu*^ 
international  bonds,  in  1983* 
and  has  since  made  severally 
benchmark  issues.  .*■ 

The  largest  issue  of  debt  in.{ 
India  took  place  last  sum* a 
mer.  when  the  government-* 
launched  its  “resurgent- 
bonds”,  which  raised  a big--j 
ger  than  expected  $4.2bn^ 
from  expatriate  Indians.  ' *V 

The  bonds  were  launched4 
to  replenish  India's  foreign;* 
exchange  reserves  fallowing  ^ 
the  nuclear  tests  and  to  helpA 
make  good  shortfalls  for* 
infrastructure  projects  fol-^ 
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lowing  US  sanctions. 


BOND  FUTURES  AND  OPTIONS 

France 


Euu 

■ amo  mn  runmES  (mahr  omjno 


INTERNATIONAL  BONDS 


Dora  Men 


■ MOTmML  BBRO  BOM)  HflOBS  (WTF)  €100,000 


Dpm 

11220 


Sat  price 
112-20 


Change 


11245 


Ufa 

11220 


EaL  wl 
102 


Open  W- 
240 


(ten 

Saflpnra  Oanga 

m 

Low 

EM.  WL 

Open  ML 

Mar 

11295 

11225  494 

1129S 

11221 

28284 

92.790 

■ UMBTEMBBO  HMD  OPIUMS  (MATV1 

SHte 

Pnra 

Fell 

Mar 

. 

Ml 

Mar 

- 

TOB 

3,48 

392 

. 

me 

017 

. 

no 

23* 

2.75 

- 

097 

023 

- 

ill 

196 

197 

• 

0.19 

OS1 

. 

112 

09* 

192 

- 

047 

OBS 

- 

US  CORPORATE  BONDS 


MttlU  Sptf 


Ea  rat  km.  cth am  mbuco  imtnaiH.Miw  MUit. 


Germany 

■ MOTOHM-  KAUMI  BOC  HmKES  (DTBJ  DH23i,000  lOWn  oi  100% 


Open 

1ISS5 


Sea  pita 
116.63 


Chaaqa 

—0-15 


m 

11706 


Ufa 

11600 


Eel  ml 
443023 


Open  W. 
261,447 


■ BUND  RIMS  OPDOffS  £JFR)  OU25O.W0  pofeits  d 100% 


Sate 

Frte 

Feb 

“ CALLS  - 

Mar 

Feb 

Ur 

116C0 

045 

0J9 

090 

094 

11760 

022 

055 

057 

090 

11T50 

009 

097 

094 

122 

wra 


Eft  fa.  UK.  Cab  D Mi  d.  PIMM  ova  epen  Ot.  Ok  0 FUb  0 


■ MoimmsawM  bwo  ffosq  futures 
Open  Senprice  Oonga 
Mar  109.14  10906  *003 


P7B)  OM2SQOOO  IQCtelrt  100% 

M0i  Uh  Esl  ml  Open  tat 

109.16  109.02  1104100  173.417 


Rad 

58P 

BM 

BU 

chge 

rite 

* 

JW  8 

dele 

Coupa 

Rafing 

pries 

|W 

IM 

ykt  Gate 

■ isms . 

Pro  Ban 

07/02 

725 

AA- 

1000992 

590 

_ 

494 

+030 

NVTal 

0803 

790 

A+ 

102.1355 

892 

-092 

404 

+196 

DUE 

05108 

890 

888 

114.7950 

S21 

-091 

410 

+1.18 

■ FMMCULS 

» s 

eecc 

0507 

075 

AM 

1209223 

599 

-092 

404 

+097 

Banc  Due 

oaris 

725 

A 

1052723 

059 

-091 

' +098 

+058 

cm  Ri 

01/18 

093 

A- 

972115 

7.17 

4.13 

434 

+091 

■ MHsnwds 

. 

WIKTach 

04NB 

025  BBB+ 

1009774 

5.79 

498 

419 

♦1A0 

W8f  Mart 

0502 

075 

M 

1052293 

592 

401 

491 

+592 

OfataHnd 

06/21 

920 

h- 

135980Q 

osz 

497 

+093 

+1AS 

■ AGOKKS:. 

FHLMC 

04/07 

7.14 

NM 

1119010 

5L33 

401 

412 

+091 

SUM 

moo 

790 

HA 

102.7491 

594 

+092 

- 

+085 

FWlM 

02718 

095 

NM 

137-4006 

070 

494 

+022 

+054 

FFC8 

0BA6 

835 

KM 

122.1198 

029 

402 

+097 

+057 

■ HGHVELO 

snmcort 

oam 

998 

B 

101.1250 

090 

- 

- 

89 

12/81 

9.13 

BB- 

1059000 

090 

— 

- 

- 

Made 

OMM 

1075 

8- 

800000 

090 

- 

- 

- 

l 9Mfa«  t Peers  ifafaL  WBk  mHotM  MU 


Smdc  karafae  OMPTWSMH. 


Rh 

S*  P 

BU 

BU 

rift* 

rite 

JM  7 

■Ml 

Cbupan 

rate 

price 

fid 

fid 

;■  HFO  * 

... 

. . 

ra 

04/07 

7250 

AM 

112.1273 

539 

+092 

416 

ABN  Ann 

oeo7 

7.125 

M- 

1049550 

034 

+002 

+093 

Quebec 

01)07' 

-7900 

A+ 

1079067 

598 ' 

402 

+0.16 

CBcap  FRH 

02/04 

5912 

AA- 

94.772* 

052 

401 

410 

■ BBBoar- 

. . -V 

. _ 

BiqarL-Ok 

08A4 

9500 

AM 

1199644 

522 

-091 

401 

Toronto  (Mo!) 

95AM 

B9tH 

AA* 

1 149775 

040 

-091 

+093 

Bed  Canada 

07/99 

10925 

A+ 

1029662 

5.17 

- 

404 

QariaritoBFm 

09/02 

5975 

«W 

101 5551 

5ftl 

+091 

492 

■ EUBOE  . 

• ‘ 

BB 

12/07 

792S 

AM 

1192709 

490 

-0.09 

438 

OreeriurBk 

12/07 

7.750 

AA- 

113-3331 

5.79 

-099 

448 

BrtHah  Gbj 

03/00 

7925 

A+ 

1019090 

592 

-097 

402 

Abbfa  Mat  FUN 

02/02 

7.136 

AA 

100.1130 

049 

414 

424 

■ EOwrsra  . 

BB 

B1AJ8 

1750 

AAA 

103.1303 

334 

+091 

+092 

Sit  Cotomtte 

02/02 

3250 

M 

103.7413 

199 

401 

+098 

HjOro-Quebac 

05/01 

6.750 

nfe 

1002842 

294 

+091 

404 

BnBca. 

09/01 

1.711 

aft 

008924 

199 

- 

+095 

■ EDHta 

BHimaUBft 

0302 

5250 

AM 

1149790 

092 

415 

417 

Spain  (Mngdani] 

03/02 

5.750 

AA 

1159085 

070 

415 

414 

OrndFocte 

OWE 

4250 

A 

1129806 

127 

414 

♦020 

WjOteoO 

07/99 

0461 

M 

1009302 

031 

405 

+093 

■ BBOfS  .... 

-. 

IBJW  [World  B*} 

02/06 

6900 

AM 

104.1344 

Ml 

400 

411 

MwSBiWa»Tr 

05106 

0500 

nfa 

1K.122B 

M7 

410 

+020 

S.  Au6  Got  Fin 

06/03 

7.750 

AA 

1007090 

049 

-097 

412 

GMAC  Pud 

05/01 

9900 

iwa 

1079551 

5A3 

407 

+023 

US  INURES!  RATES 

Lotmt 


LOTfadsfag. 


SMdKd  6 Port  OBnp,  Yfaar  Inca  mM  rtananttaMtad  biBb 


SanK  maahi  MrtFT  Mneaon 


■ MOTKHAL  ire  Slur  RJTOBES  5r  0M250m0  printB  ol  100% 

Open  Se&pnca  Qonge  Wgp  Low  Eel  vol 

Ur  101.79  *0  0 

■ IMTOlU^ljegWimWBUTtr  1<hr4g1L0M290.QaipQ>natril00% 

Open  Seapdce  Chanpe  Ugh  Low  EM.  Ml 

Mar  102.70  10242  -0417  10270  102,70  40 

MU  MM  Ol  APT  U Doe.  mtoizH  flgL  OV  uMm  Or 


PlfalM. 


Open  ML 
966 


Bralcr  Won  cats. 
FMJtanM. 


Ik 


Onenwa. 
IWo  noon. 


Traoury  BHs  and  Bond  fields 
- Two  pas . 


FoLfndi  M hfararfon 


Hen  naajlL. 
Shamil—. 
Ore  yea  — 


MB 

453 

4S2 


Utfafaar- 
Rh  jew  — 

UN* 

atseer 


4^1 
4J2 
4 Si 
4JS 

aa 


UK  BONDS 


Estates 


open  ML 
EDO 


FfSE  Actuaries  Government  Securities 


Tlw  Ob Aozued  xd  ec| 
Jen  1 chfpa  % taweM  ytt 


Teed 

HUim 


DaMton 
r«n  neM 


WMght  Ma-Mud 


TSb 
Jar  7 


Oa/»  tecnafl  al  bC) 


UK  Indices1* 

TbU  % 


Italy 


■ wonooiu.  n*Luw  Carr,  boot  roroigs  fljrer  ure.  umna  m iqo% 

Open  See  [ns*  Change  Kgh  Lew  Ex.nl  Open  ht 
Mar  11AS5  I1«67  -009  115.00  «I4j64  9910  365G4 


1 

UP  to  5 jowfift 

12220 

023 

192 

037 

1201.19 

041 

498 

34.40 

1 Up  to  5 icon  (2) 

227.19 

090 

1.17 

090 

118333 

1533 

2 

5-10  ywbh  (li| 

172.7* 

030 

1.42 

060 

134795 

596 

4JS 

2995 

2.  Dw  5 Tears  (9) 

25731 

Oil 

19S 

039 

139731 

0497 

3 

10-15  ytm  P) 

la&as 

031 

2.14 

090 

1*7068 

827 

438 

.13.49 

3 5-15  yaars  (ft 

24193 

097 

193 

090 

1304 3D 

4344 

4 

5*15  years  dffl 

177  j*6 

030 

193 

048 

138493 

090 

438 

*285 

4 OW  15  IBM  (4) 

271 J9 

0.15 

1.71 

084 

148230 

4123 

s 

Ow  15 1*»s  tf) 

23591 

025 

190 

090 

180099 

1198 

437 

2227 

5 Aa  doche  PI) 

25194 

099 

1.73 

032 

138797 

6 

rrreaaanwUts  (4) 

3329* 

024 

248 

090 

102084 

2390 

432 

078 

7 

Mtet*aH4) 

16011 

027 

192 

037 

1364.77 

790 

433 

10090 

' 

— (nflafloa  0%  — 

— MhUao  5%  — 

naMtadkM  Jan  7 

Jan  6 Tr  ago 

nan  encas 

Jan  7 

Joi  6 

Vr  ago 

•tool  field  Jai  7 

Cur  yrs  fan  6 fi  aga 

J»7 

Due  fit  fan  6 

Yr  ago 

■ (HUM  GOVT.  BOND  WWJ  RnMS  OPWIK  (UFW)  LMQDm  IOOIb  X 10» 


sate 

WCB 

Feb 

- CALLS  

h a 

Feb 

- WTS  

Ufa 

11460 

039 

aa 

022 

0.49 

11500 

016 

042 

049 

075 

11560 

OOS 

025 

098 

198 

E a *a 

OT.  COT  a PrtS  0 Freitas  eqi  Opal  M.  COT  0 Pitt  5UD0 

5 fie 

4.41 

448 

693 

10  yr* 

494 

498 

M3 

is  m 

497 

440 

098 

20  n 

498 

4.41 

698 

Mod  t 
Mad.  19  jn 
Ugh  15  JW 


4JS2 

438 

452 


4-53 

441 

4JO 


fi.19 

a.09 

R19 


: IMm  WrlUWfc  Mft  11%  me  (NT.  t « pW  I*  Ufa  B I 


FT  Reed  interest  Indices 


JfaT  aiB  hP5  Jfa*  Qw30  % ag»  ngr  W 


Spain 

■ houdmal  smash  bond  futures  ruem  ooaooo 


Coat  Sag,  (UK) 
100:  Sumnart  9k 


11637  116.15  1I6J2S  116A5  11538  10334  118,45  9331 


Up  Id  5 m 

187 

3.41 

297 

ITS 

Owr  5 n 

2.16 

13.11 

2.17 

322 

5-15  |W 

220 

9.84 

221 

392 

Ow*  ism 

2.13 

1074 

2.14 

3.18 

AB  Sftxffa 

2.10 

1126 

290 

324 

far  7 

fare 

faiS 

Ja 

211  ' 

343 

211 

393 

fc, 

196 

1321 

197 

391 

194 

099 

19* 

391 

198 

1694 

198 

392 

197 

1198 

197 

391 

# 

Ok  30 

Yr  age' 

teW 

lot 

■na  tenon  m M nm  is»  se  KM)  naea  max  isr*  ^ isijk  prawn «»  two* 


UK  GILTS  PRICES 


Mx 


0P« 

117B9 


Sedate 

11733 


Grange 

-025 


Mgh 

11733 


LOW 

11733 


EBL  ML 
16.182 


Open  ML 
13AS2 


Ufa  U H RfcaZ  *w- 


-SZwafa- 
Hgh  ta» 


~1Wd_ 

I fa  Rad 


Pries  E *or- 


.52  we*. 

H*  low 


-IWd  _ 
01  (3 


UK 


- ■ Mttmtu.  5 7EU  CST  FUIURS  flJPTQ  DOaooa  lOOdw  or  100K 


SmWOlaamiBBaTWJ  OmerjpcaKS 745  4 44  177M30  ♦3412  mi*  v?ec  -ua., 

BS%=  ““IffiSSSS  zasSx*  » ™ ■SBP 


►a-  Hp  id*? 


« 


op® 


Change  Mph 


Low 


Sen  puts 

Mar  108.43  +027 

Jon  10S43  +037 

■ NOTIONAL  UK  GttT  HITOffiS  (UWEF  EtOOUOO  tQOdB  01 10W 


Esl  te 
0 


Open  ML 
7B 
0 


Ctw 

Qose  Change 

Wtfl 

Low 

EM.  vri 

opn  n 

Mar 

11026 

119.46  +030 

11070 

119.15 

32856 

105803 

JBI 

11048  +030 

0 

0 

* UTE  tans  aa»  bum  w *57.  M tan  ibpi  ks  jre  *»  nartw  te 
B UXH6  BW  HmffBOTTKW  (LffJB  £1X900  10001913100% 

SOta 

Pra 

Feb 

MJr 

Apr 

Feb 

Mar 

V 

11900 

OBi 

122 

190 

041 

036 

1.14 

11960 

057 

100 

124 

0.61 

19* 

1.38 

12000 

038 

075 

1.11 

092 

129 

1.65 

irmroarawi  ish — - - iujowci  *am  mas  hmie  TtBUimam  as  - — 

b*12l4E19B 1208  3 48  1013B74  +0040  10531  18138  ~ J®  ’5s-*!  1ZM0 

TrtBlDlMiclB99 1031  535  1018081  +3242  104J8  101 JB  — ~ 438  '“‘S?  1ZMS  ,,1,Q 

TMSBpClH 5JJ7  5»  1OL4290  +3989  100L43  SU4  ™w  9%pE2H» — * 732  4.41  1350664  +3618  135.18  12289 

Con  I0UPC 19M 933  SOB  1043179  +.07U  10848  10342  In- 71m:  2008 838  442  1214402  +3321  1?149  IQ903 

'“W® 7.15  LSI  1114482  +31B2  11745  1M3£ 

Traaa  71^2008 522  459  1205037  +3374  KW  10777 

1iB«11tpe5BO-7j  832  *m  083*13  +3094  12BJM  11181 

TmH8'zpcHB7 £30  M2  I28L72B4  +3618  12184  11508 

7ian7ii,pc2MI7 537  432  1214782  +3442  12lS8  10&X 


4 I.ffl  250  1973101  -3283  18118  1811^ 


1713)  228  238  2058471  -3263  208.40  iMXf 

2^8*  W 47831  202  227  3874218  -SUB  20733  1S23K 

43>fa'd* 03581  13*  214  1317270 ' +3039  134JS  04W* 

*eVB 182  157  2334*3*  +.1031  231»  3W*° 

2*apc  "09 |78il  1J0  201  2143316  +.1881  21548  l*?*8 

Zljpcll (74.8)  13*  205  227.7188  +3W8  32&S2  HSJO*- 

2JWT3 (812)  108  207  1813000  +3961  1B&15  tSM 

Pape ’18 (81ft  1.98  20G  2113387  +2SB7  21M1  ITS*. 


iy»«u,»ni  ju  an  i£B  1035(40  +.1450  IBU4  im  81  TrtnllbieMIU)  1 net  Am  irim.n  «•••  ,_l"  n’  03ft  200  235  200.798/  +3152  2(0-78  Iftlt. 

SwteamZlZ  j®  im  iSam  ^ HI  1?  *4B,a  ,4Un  omi  i«  23s  msm  +3®  ibzjs  wa- 

UOTtelsaOOO 1135  480  1110062  +3051  1MJ0  I105S  S£jiw  S S ’S  ’E  201  1793884  +300*  18095  MO* 

Tnnftea ML. 738  433  1053683  +3016  «E79  1020  ZJSffSs 7*  ^ *®58  ]32M  llua 

T«sn Rte Rafa  20Q1 - - 1008079  -00*2  idooS  10117  Me  ,,M,«  ^4719  11032  9936 

Toss  like  2001 807  4*  HOSTS  +3182  1103S  10711  532  434  1T7J5B2  +3441  117.62  9837 

Ow  SJjflcTOO! — i 1ST  4371103055x1  +32(8  1IB8T  10173  CorwflpcUZOII  __  635  438143332U  +3924  MOO  12*33  ** * M**6  h6atol  “'HI  » 

On  9*i  DC 2001 — 373  437  111  JOBS  +3»  11171  107J8  Tot  Dpe  3012 *15  4.43  1483560  Z 

^ « mm  .m,  mn  “ 3S  S3  S S2a^Mwt*^V5-T15S 


EB.  nl  S&L  COB  122  PuH  HO  Pmaa  ears  eon  M.  COT  1229  pbb  5BS4 


US 


■ IK  TREAOEf  W®  RITORB  (CST)  SlOd.Qai  32Bfe  S 100% 


Mar 

fan 

s«p 

Open 

127-17 
127 -W 

Lasrt 

127-12 

126-31 

126-20 

Orange 

-0-® 

-0-9* 

H* 

127-22 

127-07 

Low 

127-02 

126-19 

Ed.  vaL 

3725*9 

4917 

2,193 

Open  *0 
506,484 
15988 
B52* 

Japan 

■ HOTOBML  L9K  TOSI  JAFAH8EE  OOtft  UMD  FUIUSBI  [LfFQ  YIDOnt  IDDSsoMOOK 

ter 

Jun 

Open 

13196 

Secodca 

13196 

12396 

date 

w* 

13156 

Low 

13063 

EtLWl 

4349 

0 

Open  tat 

in 

nfe 

— 

1 . — 

--  - 

• - . — .. 

. - 

. 

&*hl2pcl99W_*H3T  631  1003100  -3050  HMM  10601  Tubs  Sit  2013. 539  tu  --  iwt  JiiT 

CMHkcZOK— « 861  460  1111803  +3084  1113G  1W38  ** 

1ta»7pc2002 640  4ft)  1073118  +3808  10731  IN.42  a**7**-™1*-’*--  6*  447  1323414  +4124  ‘13241  11274 

j >33  4fl  1163883  +30M  11539  10978  ^ t 

IkOTSStfCmB &3S  430  1170*23  +308*  1170*  111.19  ^ . Wner  Rjffld  hltefBSt 

EMft9K&B2 i 7®  451  1153103  +J08*  11537  1Q83J  JSSf*!!!': 431  1418657  11182 

Caw  91nK?ara — i 113  462  1199373  +3804  11904  11278  ™W*2017  536  441  154719*  +.4095  15491  12737  ^ 

Tmageam 7m  429  1144197  +4378  11442  M53  B**13k2DI3-I7_*  &a  442.  1822306  +3924  ISLffl  15590  to-  -2* tc. 

TOT  10b 2003 8.12  445  iai214  +457B  123  IZ  11544  TraB8pca01 538  437  1514374  +3996  19102  mn ^ 

7OTlM«*2D0(MJS12ia  495  112JBB  +3051  11171  -1I2.M  tall te20» 435  437  laUffTT  +^B  1»S  S2  »***WmV*-  737  52, 


Tot  6 gain 5JC  428  1097408  +3584  10974  10053  SSSbT'' 

TotiUjbl200W_HU3  490  lUftSO  +2184  114.41  11030  477 

Tot  10pE 3)04 i ta  446  126.1544  +3579  12B1S  117J8  ftwSijstWsa. 187 

fmtoaSh*  1999-4.  154  171  8S94*  +J42fl  *80*  Mff  49i 

Qm  9^pc20D4 755  440  1258300  +ftHB  1ZM3  11653  Q«*M2te 4.45 

TotS1*c20(M BOO  431  112993  +3410  112-SB  10157  Tree).  2^ 

9 *W  fade  M IK  SB  ai  ns+taa  fe  nw-mMaBia 


*jn 


- 3.186*  *3111 

- 283485  +.1810 

- 393485  +1610 

- S1.WW  -0150 

- 56.1000x1  -0150 

- 633854  *1947 


TUB 


IllteSIZ...  7J4  648 
ueaiaijran — %ia  - 
8131  Uwpanl3*aoc»naL._  £47  - 

5M0  US3W20ML 1M 


6147 

5647 

MB 


Cbfal  nfaixfcat  art  Mens  in  j 


72JJB  Ma«iafa11l]pc2007  631  676 
4*ue  iw-mt  3PC-T aa  450 

3MB  rOT**3feL2ei.  - 114 

»*  4*ipeiaB4 . 315 

x par  non  Wrtfari  tt  dott.  PtepaeM  nri 


iy 


'$J>X 


I 


lxU 


WNANOAL  times 


FRIDAY  JANUARY  8 1999  ★ 


27 


CURRENCIES  & MONEY 


Dollar  takes  look  over  edge  of  abyss 


By  Alan  Beaffie 
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The  dollar  flirted  with 
collapse  again  yesterday, 
dipping  below  Yuo  aerinst 
the  yen  amid  heavy  selling 
and  attempts  to  in  on 
options  around  that  level. 

Rumours  also  circulated 
that  the  Bank  of  Japan  inter- 
vened to  depress  the  yen  as 
it  dipped  below  the  YllQ 
level,  despite  reassur- 

ances that  the  authorities 
were  content  with  the  yen’s 
strength. 

The  dollar  then  recovered 
somewhat,  closing  in  Lon- 
don against  the  yen  little 
changed  from  the  previous 
dgj.  at  Ylil.l.  But  with  cur- 
jency  analysts  busy  revising 
/‘0own  their  short-term  fore- 
- / casts  for  the  do  liar-yen  rate, 
few  believe  that  the  dollar 
could  stage  a rapid  recovery 
in  the  immediate  future. 

The  sudden  movements  of 
the  dollar  were  widely 
linked  to  positions  In  the 


options  market.  Reports  cir- 
culated that  there  was  heavy 
buying  of  dollars  just  above 
Y110  to  defend  a knock-out 
option  priced  at  that  leveL 

■ The  sudden  strength  of 
the  yen  has  taken  many  ana- 
lysts by  surprise.  ABN-Amro 
and  Warburg  Dillon  Read 
have  both  revised  down 
their  short-term  currency 
forecasts  for  the  dollar 
against  the  yen  this  week. 

“The  bias  to  the.dollar-yen 
rate  remains  lower,”  said 
Pau^  Meggy esi,  currency 
strategist  at  Deutsche  R»nir 
in  London.  "Expectations  of 
yen  movements  often  tend  to 
be  adaptive,  and  once  the 
yen  starts  to  rise  it  generally 
keeps  going.” 

Mr  Meggyesi  said  that  Jap- 
anese exporters  were  likely 
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to  increase  the  movement  by 
selling  dollars  forward  to 
protect  their  revenue.  "We 
could  easily  see  an  overshoot 
down  to  Y1 00-1 05  before  the 
yen  starts  to  weaken  again," 
he  said. 

Hie  YllQ  level  has  often 
been  cited  as  a likely  inter- 
vention point  for  tbe  Rank  of 
Japan,  but  few  were  pre- 
pared to  stick  their  neck  out 
and  say  that  the  Bank  had 
definitely  been  intervening 
yesterday. 

“The  Bank  of  Japan  is 
more  likely  to  try  to  talk  the 
yen  lower  In  the  first 
instance,"  said  Mr  Meggyesi. 
“It  seems  improbable  they 
would  intervene  directly  in 
the  markets  without  trying  a 
little  jawboning  first” 

■ The  Bank  of  England  took 

most  economists,  but  appar- 
ently not  most  money  mar- 
ket traders,  in  London  by 
surprise  yesterday  by  cut- 
ting repo  rates  by  25  basis 
points  to  6 per  cent 

Money  market  traders  said 
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that  the  cut  was  priced  In  by 
the  markets,  at  odds  with 
polls  of  economists  who  gen- 
erally expected  no  change 
this  month. 

A similar  divergence  of 

opinion  was  evident  before 
the  cut  in  December,  and 
once  again  sterling  showed 
its  resilience  to  cuts  in  repo 
rates,  closing  little  changed 
against  tbe  dollar  at  $1,650 
and  unmoved  against  the 


euro  at  £0.706. 

But  the  move  clearly 
impressed  traders  in  the 
short  sterling  market  which 
sliced  between  10  and  17 
basis  points  off  expected 
interest  rates  all  the  way 
down  the  strip. 

Recently,  contracts  at  the 
front  end  of  the  strip  have 
moved  little  while  those  a! 
the  back  end  have  risen  sub- 
stantially, implying  a 
marked  flattening  of  the 
UK’s  interest  rate  path,  for 
no  apparent  reason. 

■ One  of  the  brightest  per- 
formers so  far  this  year  has 
been  tbe  Swedish  krona, 
which  strengthened  again 
yesterday  against  the  euro. 

■ OTHER  CURRENCIES 
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From  a level  of  around 
SKrS.4  against  the  euro 
(inferred  from  tbe  D-Mark 
rate)  towards  the  end  of 
1998.  the  krona  broke  above 
SKr9J2  yesterday  before  clos- 
ing at  the  end  of  London 
hours  at  SKr9J207. 

Ian  Gunner,  currency  ana- 
lyst at  ABN-Amro  in  Lon- 
don, said  the  krona  could 
continue  to  strengthen  if  the 
markets  perceived  a higher 
chance  of  early  Swedish 
entry  into  European  mone- 
tary union  (Emu).  This 
would  bolster  the  currency, 
whose  fair  value  and  its 
likely  Emu  entry  value  is 
around  SKr&5-S.7.  be  said. 

“Public  opinion  in  Sweden 
is  shifting  in  favour  of  Emu 
entry,"  said  Mr  Gunner. 
“The  Social  Democrats  have 
brought  forward  the  party 
congress  on  which  they  will 
decide  Emu  policy  to  the 
beginning  of  2000.  A referen- 
dum on  Emu,  which  was  pre- 
viously not  due  until  2001. 
could  take  place  as  early  as 
next  year." 
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Recommended  unconditional  cash  Offer  by 
Dresdner  Klein  wort  Benson 
on  behalf  of 
CRH  Finance  (U.K.)  pic 
a wholly-owned  subsidiary  of  CRH  pic 
for 

Ibstock  PLC 

Dresdner  KJeinwort  Benson  announces  on  behalf  of  CRH  Finance  (U.K.)  pic  (“CBH  Finance  (UK)"),  a wholly- 
owned  subsidiary  of  CRH  pic  ("CRH"),  an  unconditional  cash  offer  (the  "Offer”)  to  acquire  all  of  the  Ibstock 
Shares  not  already  owned  by  the  CRH  Group.  The  Offer  has  been  unanimously  recommended  by  the  Board  of 
Ibstock. 

The  full  terms  of  the  Offer  (including  details  of  how  the  Offer  may  be  accepted)  are  set  out  in  the  offer 
document  which  was  dated  and  posted  on  Thursday  7 January  1999  (the  “Offer  Document”)  and  in  the  Form 
of  Acceptance,  which  accompanies  the  Offer  Document  Terms  defined  in  the  Offer  Document  have  the  same 
meanings  in  this  advertisement 

Ibstock  Shareholders  who  validly  accept  the  Offer  will  receive  70  pence  in  cash  for  each  Ibstock  Share.  The 
Offer  values  the  whole  of  toe  issued  share  capital  of  Ibstock  at  approximately  £326.4  million.  Full  acceptance  of 
the  Offer  would  involve  a maximum  cash  payment  by  the  CRH  Group  of  approximately  £160.9  million  for  toe 
Ibstock  Shares  not  already  owned  by  toe  CRH  Group. 

Copies  of  the  Offer  Document  and  the  Form  of  Acceptance  are  available  by  post  or  for  collection  from 
Compute rsh are  Services  PLC,  PO  Box  859,  The  Pavilions,  Bridgwater  Road,  Bristol  BS99  1XZ  or  7th  Floor 
Jupiter  House,  Triton  Court,  14  Finsbuiy  Square,  London  EC2A 1BFL  Telephone  enquiries:  0117  305 1001. 

The  Offer  is  made  to  ail  Ibstock  Shareholders  (other  than  certain  overseas  shareholders)  to  whom  the  Offer 
Document  and  toe  Form  of  Acceptance  have  been  despatched,  in  accordance  with  toe  terms  set  out  in  toe 
Offer  Document  The  Offer  will  be  open  for  acceptance  until  3.00  p.m.  on  28  January  1999  (or  such  later 
time(s)  and/or  dates(s)  as  CRH  Finance  (UK)  may,  subject  to  toe  City  Code  on  Takeovers  and  Mergers, 
decide). 

The  Offer  is  not  being  made,  directly  or  indirectly,  in  or  into,  or  by  use  of  the  mails  of,  or  by  any  means  or 
instrumentality  (Including,  without  limitation,  facsimile  transmission,  telex  or  telephone)  of  interstate  or  foreign 
commerce  of,  or  any  facility  of  a national  securities  exchange  of,  the  United  States,  Canada,  Australia  or  Japan 
and  will  not  be  capable  of  acceptance  by  any  such  use,  means,  instrumentality  or  facility  or  from  within  the 
United  States,  Canada,  Australia  or  Japan.  Accordingly  toe  Offer  Document  and  the  Form  of  Acceptance  are 
not  being,  and  must  not  be  mailed,  transmitted  or  otherwise  distributed  or  sent  into  or  from  any  such  countries. 

This  advertisement  Is  not  being  published  or  otherwise  distributed  or  sent  in,  into  or  from,  toe  United  States, 
Canada,  Australia  or  Japan.  Persons  reading  this  advertisement  (including  custodians,  nominees  and  trustees) 
must  not  distribute  or  send  this  advertisement,  the  Offer  Document  or  Form  of  Acceptance  (or  any  related 
offering  documentation)  in,  into  or  from,  the  United  States,  Canada,  Australia  or  Japan  nor  use  toe  United 
States,  Canadian,  Australian  or  Japanese  mails  for  any  purpose,  directly  or  indirectly,  in  connection  with  the 
Offer  and. doing  so  may  invalidate  any  purported  acceptance  of  toe  Offer. 

Dresdner  Kleinwort  Benson,  which  is  regulated  in  toe  UK  by  The  Securities  and  Futures  Authority  Limited,  is 
acting  for  CRH  and  CRH  Finance  (UK)  and  no  one  else  in  connection  with  the  Offer  and  will  not  be  responsible 
to  anyone  other  than  CRH  or  CRH  Finance  (UK)  for  providing  the  protections  afforded  to  customers  of 
Dresdner  Kleinwort  Benson  or  for  giving  advice  in  relation  to  the  Offer. 

The  directors  of  CRH  and  CRH  Finance  (UK)  listed  in  the  Offer  Document  accept  responsibility  for  the 
information  contained  in  this  advertisement  ani  to  the  best  of  their  knowledge  and  belief  (having  taken  all 
reasonable  care  to  ensure  that  such  is  the  case),  the  information  contained  In  this  advertisement  is  in 
accordance  with  the  facts  and  does  not  omit  anything  likely  to  affect  the  Import  of  such  information. 

8 January  1999 
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For  further  information  please  contact; 

Laura  Roniigi  in  London 

Tel:  -t-44  171  373  3308  Fox:  -r44  171  873  3064  email;  lauro, rcniigi--.FT.com 
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COMMODITIES  & AGRICULTURE 


South  African  fruit  marketers  in  merger 


Statoii,  Norway’s 
state-owned  oil  company,  is 
in  talks  to  sell  Norwegian 
gas  to  the  Polish  Oil  and  Gas 
Company  in  a deal  that 
could  lead  to  the  building  of 
a $ibn  pipeline. 

Statoii  is  negotiating  a 
short-term  sale  of  500m  cubic 
metres  of  gas  to  Poland 
annually,  starting  In  3000,  on 
behalf  of  Norwegian  oO  com- 
panies Norsk  Hydro  and 
Saga  Petroleum,  as  well  as 
Total  and  Elf  Aquitaine,  the 

French  oil  companies. 

A deal  would  mark  Stat- 
on's first  gas  sale  in  the  Pol- 
ish market.  More  impor- 
tantly, it  could  lead  to 
increased  sales  to  the  coun- 
try and  hence  the  need  for  a 
new  pipeline,  provided  the 
oil  price  improves,  new  gas 
fields  are  developed  and  the 
demand  for  gas  in  Poland 
continues,  said  Egil 
Sta toll's  natural  gas  market 
ing  manager  for  eastern  and 
central  Europe. 

The  gas  owners  will  ini- 
tially require  no  additional 
investment  as  they  plan  to 
use  the  spare  capacity  avail- 
able through  the  two  Euro- 
pipe  gas  trunklines,  running 
from  western  Norway  to 
Emden,  Germany. 

If  the  two  sides  agree  on 
longer-term  sales,  the  com- 
panies may  need  to  build  a 
1.000  km  under-sea  pipeline 
from  either  Karsto  or 
Kollsnes,  in  western  Nor- 
way, to  Nechorze  on  the 
north-west  coast  of  Poland, 
said  Mr  HaalaxuL  However, 
he  stressed  that  a new  pipe- 
line depended  on  many  fac- 
tors and  would  not  material- 
ise before  2005. 

• Texaco,  the  New  York- 
based  oil  company,  has  dis- 
covered “several  hundred 
million  barrels  of  recover- 
able oil"  in  Nigeria,  accord- 
ing to  Renters.  The  oil.  from 
preliminary  tests,  was  found 
at  the  Agbami-I  well  this 
week,  some  70  miles  offshore 
from  the  Niger  Delta. 


oj  floor  Aram 
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This  month's  merger  of 
Dnifruco  and  Outspan  Inter- 
national, the  South  African 
fruit  exporters,  has  created  a 
powerful  fruit  marketing 
group  called  Capespan. 

The  group  will  rank 
among  the  top  five  in  file 
world  and  have  a turnover  of 
about  Jlbn  a year  from  sales 
of  700,000  tomes  of  produce. 

Capespan  executives  say 
they  will  benefit  from  tower 
costs  following  the  rational- 
isation of  the  two  groups 
and  win  be  able  to  offer  a 
year-round  service  to  big 
buyers,  such  as  the  UK's 


Tesco  and  Satosbnry  super- 
market chains. 

Previously.  Unifruco. 
which  sold  mainly  deciduous 
and  tropical  fruit,  and  Out 
span,  which  focused  on  cit- 
rus fruits,  each  bad  quiet 
out-of-season  periods  at  dif- 
ferent times  of  the  year,  so 
they  complement  each  other 
well. 

The  merger  came  into 
effect  on  January  I and  was 
agreed  four  years  after  the 
two  companies  decided  to 
combine  their  European 
operations  into  Capespan 
International. 

in  a related  deal 
announced  on  December  24, 
Fyffes,  the  Dublin-based 


company  that  supplies 
bananas  and  other  fruits, 
will  bny  half  of  Capespan 
International  and  take  a 10 
per  cent  stake  in  the  Cape 
Town-based  parent  com- 
pany. As  payment.  Capespan 
will  receive  Fyffes  shares 
and  cash  over  three  years 
worth  l£40m  (332m,  $27m). 

Until  the  end  of  apartheid 
and  South  Africa's  first  dem- 
ocratic election  in  1994,  the 
country’s  fruit  exports  wot 
restricted  by  international 
economic  sanctions.  The 
trade  was  also  tightly  con- 
trolled by  the  state  until  it 
was  deregulated  in  1397. 

Now.  according  to  John 
Stanbury,  managing  direc- 


tor, Capespan  has  “a  major 
opportunity  to  become  a 
competitive  global  player”. 

Following  the  merger, 
Capespan  is  possibly  the 
world's  largest  fruit  market- 
ing group  not  involved  in 
hanamas.  “This  has  given  us 
a tremendous  advantage  in 
costs,"  said  Mr  Stanbury. 
Administrative  staff  wQl  be 
cut  by  about  a quarter  and 
shipping  expenses  can  be 
reduced  by  co-ordinating 
shipments. 

“We  wanted  to  ensure  that 
we  are  a 12-month  total-fruit- 
basket  operation  to  supply 
products  to  our  customers. 
We  are  going  to  have  greater 
synergies  and  are  going  to 


Success  of  Argentine  mining  on  test 

Alumbrera  has  to  overcome  more  than  just  depressed  metal  prices,  writes  Ken  Warn 


With  gold  and  copper 
prices  plumbing  the 
depths  and  a row  rag- 
ing over  royalties,  now  is 
perhaps  not  the  ideal  time  to 
be  taking  aver  Argentina's 
flagship  mining  project,  the 
$L2bn  Baja  de  la  Alumbrera 
open-cast  mine. 

However,  Australian  min- 
ing executive  Karen  Field, 
who  took  over  as  president 
of  Miners  Alumbrera  in 
June,  appears  unperturbed 
by  the  task  of  starting  to 
wring  profits  from  the  mma 
amid  the  most  depressed 
metals  prices  for  years. 

“At  these  prices,  a number 
of  producers  will  simply 
drop  out.  In  this  environ- 
ment we  have  got  to  cut 
costs  - and  that’s  the  project 
I am  embarked  on  at  the 
moment,"  she  says. 

Alumbrera,  which  dwarfs 
the  country’s  other  mining 
projects,  has  been  in  produc- 
tion for  a year  but  getting 
this  for  has  not  been  easy. 
The  scheme  overran  its  orig- 
inal budget  by  about  9400m, 
and  ramping  up  production 
has  been  too  slow  for  some 
Industry  analysts. 

“There  is  no  way  with  a 
project  of  this  size  and  com- 
plexity you  can  simply 
switch  on  the  tap  and  get 


optimal  production.  There 
are  bound  to  be  teething 
problems,  not  least  in  a 
country  with  no  tradition  of 
Large-scale  mining  and  with 
a totally  green  workforce," 
says  Mrs  Field. 

The  mine  is  “working 
towards"  an  annual  produc- 
tion rate  of  640,000  ounces  of 
gold  and  180,000  tonnes  of 
copper  In  its  next  financial 
year,  starting  in  June,  fig- 
ures only  slightly  below  the 
original  peak-year  targets. 

The  future  of  mining  in 
Argentina  may  well  be  rid- 
ing on  the  success  of  Alum- 
brera. Only  in  the  1990s  has 
the  country  been  able  to 
begin  exploiting  its  huge 
mining  potential. 

Argentina  has  a larger 
share  of  the  metal s-rich 
Andean  Cordillera  than 
neighbouring  Chile  but  for 
decades  barriers  to  foreign 
investment  in  “strategic” 
industries  combined  with 
political  and  economic  insta- 
bility to  deter  investors. 

Reform  of  the  country’s 
mining  laws  in  1993  with  the 
aim  of  ensuring  stability 
encouraged  a wave  of  invest- 
ment. led  by  Aliimbrera's 
owners  MIM  Holdings  and 
North,  both  of  Australia,  and 
Rio  Algom  of  Canada. 


Constructing  the  mina  and 
Its  transport  infrastructure 
was  a mammoth  undertak- 
ing. hindered  by  the  hostile 
environment  of  ftatamarre^  a 
poor,  remote  north-western 
province. 

Crushed  ore  is  pumped  as 
a soupy  concentrate  316km 
from  the  mine  to  a filtration 
plant  in  Tucom&n  province 
before  being  shipped  almost 
another  1,000km  by  rail  to 
port  near  the  city  of  Rosario. 

The  concentrate  pipeline, 
the  longest  in  the  world, 
had  to  be  re-routed,  driv- 
ing up  costs,  but  it  has  per- 
formed well  from  the  begin- 
ning, says  Mrs  Field, 
confounding  the  doubts  of 
some  analysts. 

However,  overcoming  such 
technical  and  logistical  diffi- 
culties has  not  solved  all 
Alumbrera's  problems. 

The  Catamaran  authorities 
Haim  Otay  under  provincial 
law  they  are  entitled  to  levy 
a higher  royalty  an  produc- 
tion than  the  3 per  cent  laid 
down  by  national  mining 
law. 

The  national  law  envis- 
ages a royalty  on  the  tradi- 
tional industry  basis  of  net 
pit-head  value,  excluding  up- 
front mining  costs.  Cata- 


marca  wants  to  work  on  the 
basis  of  gross  value,  a dis- 
tinction that  could  cost 
Alumbrera’s  owners  $lQm  a 
year. 

Mrs  Field  says  there  is  a 
recognition  that  the  dispute 
needs  to  be  resolved. 

“Hie  country  has  to  under- 
stand that  if  it  doesn’t  abide 
by  clear  investment  rules 
the"  the  investment  dollar 
will  take  flight  elsewhere  In 
Latin  America."  she  says. 

The  uncertainty  generated 
by  the  dispute  has  also 
affected  exploration  activi- 
ties in  Argentina,  already 
sharply  curtailed  because  of 
lower  international  metals 
prices.  . 

“If  there  is  a smaller  explo- 
ration pool,  it  wQl  gp  to  an 
environment  where  if  you 
discover  anything  it’s  going 
to  be  easier  to  develop."  Mrs 
Field  says.  In  Chile  “there  is 
certainty  and  clarity  in 
terms  of  mining  Investment 
law". 

As  the  head  of  the  most 
high-profile  project  in  a tra- 
ditionally male-dominated 
industry  in  a male-domi- 
nated society,  Mrs  Field  has 
provoked  considerable  curi- 
osity locally.  “But  there 
have  been  absolutely  no 
problems."  she  says. 


save  a lot  of  money."  said 
Fred  Meintiies.  Capespan's 
corporate  affairs  manager. 

Capespan  already  sources 
some  of  its  supplies  from  the 
Americas  but  still  provides 
the  bulk  of  its  produce  from 
South  Africa.  It  accounts  for 
about  80  per  cent  of  the 
South  African  trade  in  decid- 
uous fruits  and  70  per  cent  of 
the  country's  citrus,  but  is 
fairing  competition  in  South 
Africa  from  international 
rivals  and  from  the  new 
domestic  companies  that 
sprang  up  after  deregulation. 

South  Africa's  fruit  grow- 
ers and  marketers  are 
waiting  impatiently  for  the 
conclusion  of  a long-delayed 


free  trade  agreement  with 
the  European  Union,  which 
would  reduce  import  duties 
in  their  most  important 
market. 

One  of  the  curiosities  of 
the  present  European  fonff 
regime  is  that  it  penalises 
most  heavily  those  perish- 
able fruits  - such  as  grapes, 
plums  and  apricots  - that 
provide  the  least  competition 
to  northern  hemisphere 
growers  because  of  different 
seasons. 

Capespan  says  it  has 
assets  of  more  than  R400m 
($®m)  following  the  merger 
and  will  be  marketing  nearly 
100m  cartons  of  fresh  fruit, 
wine  and  juice  a year. 


Karan  FWefe  confident  the  mine  wffl  meat  its  obSgatfons 


Argentina’s  handful  of 
women  leaders  of  large  com- 
panies have  almost  invari- 
ably reached  their  current 
positions  by  virtue  of  family 
connections. 

“But  Argentina  will 
change,  probably  through 
the  next  generation,"  says 
Mrs  Field.  “We  have  a lot  of 
very  bright  women  who  are 
keen  to  make  their  career  in 
mining." 

She  has  no  shortage  of 
ambition  for  her  stay  at  the 
head  of  Alumbrera.  “I  hope 
to  leave  a legacy  of  a highly 
rtfiHpn t organisation  that  is 


recognised  worldwide  for  its 
management  of  assets  and  of 
people.”  she  says. 

She  is  also  confident  the 
mine  will  meet  its  obliga- 
tions to  its  bankers  and 
shareholders.  But  after  being 
asked  when  the  mine,  which 
has  a projected  20-year  life, 
will  start  making  money,  she 
answers:  Tm  not  prepared 
to  answer  that  right  now." 

In  the  meantime,  however, 
there  are  some  less  worldly 
compensations.  Alumbrera 
“has  the  most  beautiful  loca- 
tion of  any  mine  I have  ever 
seen”,  she  says. 


of  output 


MARKETS  REPORT 


On  the  London  Meta! 
Exchange,  nickel  prices 
climbed  by  nearly  5 per  qaqt 
The  recovery  was  attrfbu&i 
to  recent  reports- of  a pro*** 
tion  cut  at  the  Larao  mtoeio- 
Greece,  problems  at  the  Aoa 
tralian  laterite  projects  aqfl.. 
rumours  of  damage  to  West- 
era  Mining’s  nickel  smelted 

OU  prices  softened  early 
yesterday  as  the  momentum 
triggered  by  Wednesday’s! 
late  technical  rally  began  to® 
dissipate  but  recovered  * 
towards  the  close  of  trading. 

Brent  Blend  for  February 
delivery  was  down  just  i 
cent  at  SU.45  a barrel  in  late 
trading  on  London’s  Interna- 
tional Petroleum  Exchange. 

Wednesday's  technical 
rally  was  prompted  in  part 
by  cold  weather  m the  US 
and  a sharp  year-end  fell  hi 
US  crude  stocks  but  the  mar- 
kets continue  to  be  affected 
by  bearish  fundamentals: 

Yesterday  there  were 
reports  that  recent  Iraqi 
exports  have  reached  about 
v-gm  barrels  a day,  consider 
ably  higher  than  the  coun- . 
try’s  assumed  “sustainable" 
export  capacity  of  1.8m  to  - 
iJm  b/d.  A steady  rise  an 
Iraqi  exports  has  been  one  af^ 
the  Tnain  reasons  behind'  th*»- 
coliapse  in  crude  prices.  - U 

Robusta  coffee  futures  ’ 
slowed  their  descent  after 
Wednesday’s  .sharp  drop  of 
374,  but  traders  remained 
bearish.  The  benchmark 
March  contract  ended  at 
$1,743  a tonne,  $5  lower  than 
Wednesday's  close. 

On  the  cocoa  market,  the  _ 
March  contract  rose  £5  to 
close  at  £916  a tonne.  Funda- 
mental news  included 
reports  that  Nigeria's  cocoa 
outlook  had  improved.  The 
1998-99  crop  from  the  world’s 
fourth-large st  ■ producer  is 
put  at  up  to  150,000  tonnes  - 
on  a par  with  the  previous 
season. 
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For  solutions  to  today’s  crouword  call  0891  43000a 
Calls  cost  50p  a minute. 


CROSSWORD 

‘ Na9,'8B2  Set"  ADAMANT 


ACROSS 

1 A member  of  parliament 
with  power.  lost  without 
light  support  (8) 

5 Dangerous  time  .for 
extremely  clever  goddess 
<65 

9 Thanks  to  new  entrance,  I 
can  get  Indian  cooking  (6) 

10  Trust  is  broken  about  east- 
ern states  (6) 

U I’ve  returned  to  study  the 
church  testimony  (8) 

12  Averse  to  the  cold  formal- 
ity the  bureau  (6) 

14  The  less  obvious  qualities 
tine  loan  I settle  tredy 

18  Exuberance  of  initially 
energetic  beast  disturbs 
niece  (10) 

22  Impure,  corrupt  judge  (6) 

23  Ilattracts  the  attention  of 
Cyrano,  without  his  mus- 
keteers for  certain  (8) 

24  Pretend  to  be  in  spasm  - 
it's  a ploy  (6) 

25  One  tract  is  about  having 
imagination  and  taste  (8J~ 

« Signed  away  the  pattern  (6) 

27  Inherent  qualities  of  uer- 
fomes  (8) 

down 

1 1 for  example  can  be  a land- 
lord (S> 

2 Creature  that  makes  man 
sit  up  (6) 

3 Fake  penny,  sweetheart  (6) 

4 The  way  the  Ulster  police 
5*J!P  oofaide  old  town 
buildings  fio> 


6 Agreed  tt  could  be  expen- 

sive to  cany  if  it  all  comes 
op  W - 

7 Remedy  with  a special 
application  (8) 

8 To  go  to  court  about  the 
Sun  writers  excited  uncer- 
tainty (8) 

13  Places  to  keep  neat  before 
the  sale  (10) 

15  Headed  opponent  again, 
which  destroyed  the  argu- 
ment! (8) 

16  Omens  of  Gold  for  Scary 
and  Baby  maybe?  (8) 

n Trifling  in  another  way?  (8) 

19  Reason  I have  put  the  car 
test  first  (6) 

20  It’s  coming  up  among 
police  force  in  the  country 
(6) 

21  They  can  follow  an  advan- 
tage in  the  courts  (8) 
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OTHER  OFFSHORE 
FUNDS 
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LONDON  STOCK  EXCHANGE 


Equity  market  surge  stalled  by  profit-taking 


FTSE  Afl-Sbare  index 


lunowivi 


MARKET  REPORT 


by  Steve  Thompson, 

UK  Stock  Market  Bfitar 


Some  of  the  beat  generated 
by  takeover  fever  on  both 
sides  of  the  Atlantic  was 
removed  from  London’s 
equity  market  yesterday 
despite  the  decision  of  the 
Bank  of  England's  monetary 
policy  committee  to  sanction 
a 35  basis  points  reduction  in 
UK  interest  rates. 

The  rate  cut,  the  fourth  in 
as  many  months,  cam?  as  a 
mild  surprise  to  the  stock 
market,  where  most  observ- 
ers had  been  expecting  the 


committee  to  wait  until  next 
month  before  moving  again. 

The  committee  said  the 
cut  was  made  because 
domestic  data  and  survey 
evidence  continued  to  show 
a slowdown  in  the  economy. 

The  about-turn  In  the  mar- 
ket place  came  as  profit- 
takers  moved  in  to  take 
advantage  of  the  gains  of  the 
previous  two  sessions,  which 
took  the  FTSE  100  up  269.4 
or  A6  per  cent. 

Dealers  said  there  were 
other  compelling  reasons 
behind  the  decline,  which 
mainly  hit  the  leaders. 

There  was  bad  news  from 
Brazil,  where  one  of  the 


country’s  states  announced  a 
90-day  moratorium  on  debt 
repayments  to  the  central 
government,  a move  which 
reminded  investors  of  the 
turmoil  in  emerging  markets 
last  year. 

And  President  Bill  Clinton 
faced  the  first  stages  of  his 
impeachment  trial  in  the 
Senate. 

Just  as  it  was  Wall  Street 
that  triggered  London's 
surge,  it  was  the  expectation 
that  the  US  market  would 
come  in  weaker  yesterday 
that  was  also  instrumental 
in  driving  down  London 
stock  prices. 

The  Dow  Jones  Industrial 


Average,  which  hurtled  past 
the  9,500  mark,  to  a record  on 
Wednesday,  dropped  sharply 
at  the  outset  yesterday,  post- 
ing a decline  of  around  50 
points  as  London  closed. 

At  the  aid  of  the  session, 
the  FTSE  100  index  was  left 
with  a 47.6  decline,  although 
It  just  managed  to  close 
above  the  6.100  leveL 

At  its  worst,  minutes  after 
Wall  Street  began  trading. 
Footsie  pasted  a three-figure 
decline  and  briefly  looked' 
Uke  threatening  6,000. 

Sentiment  in  the  market's 
mid-  and  small-cap  stocks 
was  much  more  confident. 
The  FTSE  260  dipped  into 


negative  territory  during  the 
early  afternoon  but  rallied 
wen  as  Wall  Street  came  off 
its  Worst  levels,  finishing  Sl3 
firmer  at  4£4&7. 

By  f far  the  best  perfor- 
mance of  the  FTSE  Indices 
came  from  the  Small  Gap 
index,  which  maintained  its 
momentum  all  day  and  fin- 
ished 9.6  higher  at  2,119.6, 
only  a fraction  below  its  ses- 
sion high  of  2J20. 

Dealers  said  a lot  of  the 
London  market’s  substantial 
gains  in  recent  sessions  was 
a reflection  of  the  return  to 
the  market  of  some  of  the 
trig  institutions  that  had  cur- 
tailed their  trading  activity. 


in  the  run-up  to  the  launch 
of  the  euro. 

And  some  strategists 
repeated  their  long-standing 
warnings  about  earnings  dis- 
appointments, which  will 
begin  to  affect  the  market  as 
companies  with  a calendar 
year-end  report  over  the 
next  couple  of  months. 

“The  market  will  be  very 
volatile  in  coming  months," 
cautioned  David  McBairu  TJK 
equity  market  strategist  at 
BT  Alex  Brown. 

Turnover  In  equities  was  a 
hefty  L2Sm  shares  and  fea- 
tured heavy  activity  across 
the  board  in  the  leading 
stocks,  plus  British  SteeL 
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Traffic 
figures 
hit  BA 


COMPANIES  REPORT 


By  Martin  Brice,  pater  John 
and  Joel  KBnzo 


British  Airways  suffered  one 
of  the  worst  performances  in 
the  Footsie  as  analysts  pro- 
duced a series  of  savage 
downgrades  prompted  by 
closer  analysis  of  poor  traffic 
figures. 

The  company  now  appears 
tD  be  operating  In  an  envi- 
ronment that  is  deteriorat- 
ing so  quickly  that  at  least 
one  analyst  has  suggested  it 
may  incur  a loss  in  the  sec- 
ond half. 

Analysts'  consensus  pre- 
tax profits  forecasts  for  BA 
have  fallen  from  £700m  to 
just  £300m  In  the  past  five 
months.  Yesterday  the 
strength  of  downgrades 
suggested  that  consensus  fig- 
ure would  fall  further,  per- 
haps to  £250m. 

The  poor  sentiment  was 
prompted  by  traffic  figures 
that  showed  BA  continued  to 
lose  premium  passengers. 

Mounting  investor  fears  of 
the  effect  of  a global  eco- 
nomic slowdown  have  com- 
bined with  a series  of  unre- 
mittingly gloomy  statements 
from  the  company  in  the 
past  few  months  to  leave  the 
stock  underperforming  the 
FTSE  100  by  60  per  cent 
since  June.  The  shares, 
which  closed  down  almost  6 


per  cent  or  23%  at  38SV.p, 
have  plunged  since  they 
traded  around  the  700p  level 
last  year. 

Forecasts  for  the  year  to 
March  were  being  adjusted 
to  a range  of  £207m-£308m, 
with  most  brokers  tending 
towards  the  bottom  of  the 
range. 

Declan  Magee  at  ABN 
Amro  yesterday  told  clients 
that  a one  percentage  point 
decline  in  passenger  vol- 
umes or  yields  would  result 
in  a 20  per  cent  decline  in 
operating  profit 

"It  is  not  difficult  to  see 
haw  the  airline  may  do  no 
better  than  break  even  or 
even  lose  money  in  the  next 


financial  year  if  conditions 

continue  to  deteriorate.”  He 
has  cut  this  year’s  forecast 
by  £50m  to  £250m,  and  next 
year's  by  £70m  to  saiom. 
Commerzbank  Global  Equi- 
ties chopped  its  forecast  for 
the  year  to  2000  from  £635m 
to  £40dm. 

Embattled  oil  stocks  felled 
to  take  any  solace  from  a 
sharp  revival  in  the  underly- 
ing oil  price.  Some  of  the 
hard-hit  exploration  and  pro- 
duction stocks  slipped  fur- 
ther into  the  danger  zone. 

Lasmo,  which  has  become 
the  main  focus  for  investors' 
unhappiness  because  of  con- 
cerns about  the  fundamental 
health  of  the  balance  sheet. 
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fell  to  its  lowest  level  for. 
almost  12  years. 

The  shares,  which  were 
trading  around  250p  at  the 
Start  of  last  year,  moved 
down  4%  to  87%p  yesterday, 
a slide  of  almost  5 per  cent. 

Lasmo  has  begun  a rear- 
guard action  to  defend  its 
sliding  share  price.  Finance 
director  Paul  Murray  said  he 
was  actively  putting  the  case 
about  the  relative  strength 
of  the  financial  position. 

And  he  condemned  the 
attack  on  the  stock  as  “a 
misunderstanding  of  the 
position  and  a reaction  to 
the  short-tennism  coming 
out  of  a very  weak  oil  mar- 
ket”. He  added  that  there 
was  a substantial  cash 
reserve  and  thus  “no  pros- 
pect of  a rights  issue". 

Dealers  said  the  prospect 
of  the  company  announcing 
a rights  issue  remained  as 
underlying  oil  price  fore- 
casts for  1999  started  to  fell 
to  around  $12  a barrel. 

The  general  reduction  off- 
set a sharp  rise  in  the  price 
of  Brent  in  late  Wednesday 
trading,  which  was,  never- 
theless, dismissed  as  a tech- 
nical rally. 

Lasmo  was  not  the  only 
casualty  in  the  sector.  Brit- 
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ish-Borneo  lost  5 at  91p,  Bur- 
mah  35  to  875p  and  Enter- 
prise io  to  283p. 

Fears  for  the  future  of  its 
cruises  business  saw  P&O 
suffer  the  worst  performance 
In  the  Footsie. 

The  stock  closed  off  almost 
6 per  qort  or  38%  to  635p- 
The  company  said  Its  P&O 
Cruises  (UK)  subsidiary's 
average  load  factors  were 
95.8  per  cent  in  the  fourth 
quarter,  down  from  full 
capacity  in  the  same  period 
last  year.  House  broker 
WestLB  Panmure  moved  its 
forecast  for  pre-tax  profits 
from  £4i3m  for  this  year  to 
£396m  and  from  £480m  to 
£450m  for  next 


P&0  yields  down 

The  company  said  yields 
in  its  cruising  business  were 
not  up  to  last  year’s  “excep- 
tional” level,  prompting  sug- 
gestions from  analysts  that 
expanded  capacity  was 
affecting  yields. 

There  was  also  talk  that 
P&O  might  be  a bidder  for 
Norwegian  Cruise  Lines, 
after  its  shares  surged. 

Mortgage  lenders  led  the 
market's  retreat  as  they  suf- 
fered intensifying  pressures 
from  two  angles. 

The  reduction,  of  base 
rates  by  25  basis  points  to  6 
per  cent  is  expected  to  nar- 
row the  lenders’  spreads. 

Also,  Credit  Lyonnais 
Securities  highlighted  the 
latest  lending  figures 
announced  by  Standard  life, 
the  latest  competitor  in  an 
increasingly  savage  market 


“It  is  a major  competition 
issue  and  a direct  threat  to 
the  returns  [of  the  estab- 
lished lenders]  which  we  see 
as  unsustainable,”  said 
James  Johnson  of  Lyonnais. 

The  broker  reiterated  its 
sell  stance  on  Woolwich  and 
Halifax  and  said  it  expected 
to  revise  its  forecast  after 
the  full-year  figures  towards 
the  end  of  February.  Halifax 
fell  33%  to  SlSp.  Woolwich  4 
to  343*Ap  and  Abbey 
National  59  to  £12^9. 

Food  retailer  Tesco  moved 
against  the  poor  market 
after  joint  broker  Morgan 
Stanley  Dean  Witter  was 
said  to  have  upgraded  the 
stock  to  “strong  buy". 

In  brisk  trade  that  brought 
turnover  of  26m,  the  shares 
hardened  5%  to  169»p. 

Dealers  said  the  broker 
regards  Tesco  as  the  best 
player  among  British  food 
retailers  and  a note  from 
Morgan  Stanley  is  believed 
to  show  central  European 
operations  will  add  between 
one  and  three  per  cent  to 
group  growth  in  the  next 
financial  year.  A trading 
update  is  expected  from 
Tesco  later  this  month. 

Rio  Tinto.  one  of  the 
world’s  biggest  mining  com- 
panies, fell  back  after  J-P. 
Morgan  reduced  its  earnings 
forecast  for  the  company  by 
13  per  cent 

The  broker  lowered  its 
current-year  earnings  per 
share  estimate  from  49p  to 
42£p  and  said,  with  classic 
restraint:  “Rio  is  not  expec- 
ted to  outperform  during  the 
first  half  of  this  year."  It 
closed  8%  down  at  711p. 

Arbitrage  remained  the 
strong  feature  in  Vodafone, 
which  proposes  a merger 
with  US  group  AixTouch.  It 
eased  13%  to  £10.75%  after 
trade  of  24m.  Lehman 
Brothers  remains  positive  on 
the  sector  and  regards  Voda- 
fone as  its  “favourite  mobile 
investment”. 

United  Biscuits  was  the 
worst  performer  in  the  FTSE 
250,  the  shares  losing  16  to 
22lp. 
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MARKETS 


Brazilian  moratorium  punctures  euphoria 


EMERGING  MARKET  FOCUS 


WORLD  OVERVIEW 


A reminder  that  the 
problems  of  emerging  mar- 
kets have  not  gone  away  put 
the  brakes  ou  a runaway 
rally  in  global  stock  mar- 
kets. writes  Philip  Caggcm. 

News  that  the  Brazilian 
state  of  Minas  Gerais  had 
declared  a moratorium  on 
debt  payments  to  the  federal 
government  had  caused  fails 
in  emerging  market  bonds 
late  on  Wednesday. 

Although  President  Car- 


doso was  re-elected  on  a 
commitment  to  reform  last 
autumn,  and  the  Interna- 
tional Monetary  Fund  has 
produced  a $42bn  refinanc- 
ing package,  investors 
remain  concerned  about  the 
currency  and  economy. 

The  Brazilian  stock  mar- 
ket feQ  20  per  cent  in  Decem- 
ber in  dollar  terms  and 
dropped  another  6 per  cent 
in  early  trading  yesterday. 

Problems  in  emerging 
markets  have  regularly 
sandbagged  global  stock 


markets  over  the  past  18 
months  and  bond  markets 
indicate  that  investors  are 
still  nervous  about  some 
countries'  ability  to  repay. 

.The  renewed  worries 
about  Brazil  took  the  shine 
off  what  might  otherwise 
-have  been  a good  day  for 
global  markets. 

Wednesday’s  230-point  rise 
in  the  Dow  Jones  Industrial 
Average  to  a new  all-time 
high  set  a positive  tone  for 
Asia,  with  Jakarta  up  7.2  per 
cent,  Hong  Kong  4-5  per  cent 


and  Singapore  3,6  per  cent. 

But  the  euphoria  did  not 
carry  over  to  Europe,  which 
has  led  the  way  in  global 
stock  markets  so  far  In  1999, 
in  part  because  of  the  enthu- 
siasm engendered  by  the 
launch  of  the  euro. 

The  Frankfurt  index, 
which  gained  8.7  per  cent  in 
the  first  three  trading  days 
of  the  year,  slipped  i&  per 
cent,  while  Paris  shed  IS  per 
cent 

Credit  Suisse  First  Boston 
thinks  there  is  downside  risk 


of  5-10  per  emit  for  European 
equities  during  the  first 
quarto:,  but  addsc  "Our  1999 
year-end  targets  reflect  an 
average  potential  positive 
return  of  7 per  cent  from 
current  levels  110-15  per 
cent]  for  countries  we  over- 
weight like  Finland,  Fiance, 
Italy  and  Spain. 

“We  think  the  highest 
potential  price  appreciation 
will  be  found  among  con- 
sumer eyclicals:  retail,  ser- 
vices, leisure,  media  and 
building  materials,"  it  says. 


Wall  Street,  which  had  the 
start  of  President  Bill  Clin- 
ton's Senate  trial  to  contend 
with,  slipped  back  from 
Wednesday's  highs  in  early 
trading,  although  the  tech- 
nology-heavy Nasdaq  market 
moved  ahead, 

Abby  Joseph  Cohen,  the 
Goldman  Sachs  strategist 
who  bas  consistently  and 
accurately  forecast  the  bull 
market,  has  shaved  the  pro- 
portion. of  equities  in  her 
model  portfolio  from  72  to  70 
per  cent 


Lisbon  has  best 
of  both  worlds 


has 


Dow  drops 
back  from 
record  levels 


Amsterdam  cashes  in  on  euro 


BffiOPE 


Spanish  banks 


AMERICAS 


US  shares  turned  back  in 
active  early  trade  after 
Wednesday’s  record-setting 
rally  as  analysts  adjusted 
outlooks  for  many  stocks 
ahead  of  the  quarterly  earn- 
ings-reporting  season,  writes 
John  Labate  in  Sew  York. 

The  morning  seU-off  had 
lost  some  intensity  by  early 
afternoon  although  the 
breadth  of  the  market 
remained  negative  with 
declining  shares  beating 
winners  on  the  NYSE  by  a 
margin  of  more  than  2 to  l. 
A slight  scale  back  in  tbe 
stock  allocation  recommen- 
dation of  Goldman  Sachs 
analyst  Abby  Joseph  Cohen, 
to  70  per  cent,  helped 
dampen  the  mood. 

Tbe  Dow  Jones  Industrial 
Average  was  down  72.60  to 
9.472.37  by  early  afternoon 
and  the  broader  Standard  & 
Poor’s  500  index  had  lost  7.24 
to  1,265.10. 

The  Nasdaq  composite, 
weighted  in  high-tech 
shares,  was  on  the  rebound 
from  morning  profit-taking, 
although  it  was  less  than  a 
point  higher  at  2,321.27. 

Merger  speculation  in  the 
telecoms  sector  heated  up 
with  an  unconfirmed  report 
that  MCI  WorldCom  would 
make  a bid  tor  AirTouch 
Communications,  the  wire- 
less services  provider  that  is 
already  in  talks  with  Bell 
Atlantic  and  Vodafone. 

MO  WorldCom  slid  83%  to 
$74? « on  the  report,  but  Air- 
Touch  shares  were  carried 
higher,  up  S2*i  to  *82\J. 

Borders  Group,  the  US 


bookseller,  tumbled  20  per 
cent  to  $19%  as  Goldman 
Sachs  and  J.P.  Morgan  cut 
their  ratings  a day  after  the 
company  warned  about 
quarterly  earnings.  Other 
retail  shares  were  mixed  as 
many  reported  same-store 
sales.  Lowe's  Companies 
gained  $2%  to  $54%  after 
reporting  a 10.6  per  cent  rise 
in  December  same-store 
sales,  but  J.C.  Penney 
plunged  $2%  to  $t3H  after 
saying  its  sales  were  down  5 
per  cent  in  December. 

Polo  Ralph  Lauren  surged 
more  than  10  per  cent  to 
$22%  after  Morgan  Stanley 
Dean  Witter  raised  its  price 
target  to  $30  and  upped  its 
rating  to  “strong  buy". 

In  the  computer  compo- 
nents sector.  Adaptec  surged 
26  per  cent  to  $24H  as  Bear 
Stearns  raised  its  recommen- 
dation after  the  company 
said  it  expected  to  beat  third- 
quarter  earnings  estimates. 

Northrop  Grumman  slid 
SIS  to  $68  ,J,  after  Salomon 
Smith  Barney  lowered  its 
rating  on  the  stock. 

TORONTO  was  flat  at  mid- 
session although  its  gold 
producers  climbed  In  step 
with  a modest  rise  In  the 
bullion  price.  By  midday,  the 
TS&300  composite  index  was 
2£4  lower  at  6^02.80  but  the 
gold  and  precious  minerals 
group  was  up  2.4  per  cent 

Mid-sized  producers  Kin- 
ross Gold  and  Agni  co-Eagle 
Mines  were  among  the  big 
beneficiaries  of  renewed  con- 
fidence in  gold.  Kinross 
gained  18  cents  to  C$3-6B 
while  Agnico  Eagle  jumped 
50  cents  to  CS6£5. 


Investors  sold  heavily  in 
AMSTERDAM  where  the 
AEX  Index  was  suspended 
limit-down  briefly  after  fell- 
ing 5 per  cent  below  its  high 
for  tbe  session.  The  Index 
ended  22£8  or  35  per  cent 
lower  at  561.08. 

Analysts  said  shareholders 
were  cashing  in  on  the  8.4 
per  cent  rise  In  the  index 
since  Monday's  launch  of 
trading  In  euros.  “It's  a little 
bit  of  profit-taking,"  said 
Roel  Gooskens,  an  analyst 
for  HSBC  Securities.  “The 
stocks  that  made  the  most 
gains  in  the  last  few  days 
fell  tbe  most  today." 

By  contrast,  some  out-of- 
fa  vour  cyclicals  attracted 
interest.  Hoogovens,  the 
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The  FTSE  Eurotop  300  Index  fell 
1453  or  1.18  per  cent  to 
1.24&3&  See  Bn  Prices  page. 


Sao  Paulo  debt  crisis 
sends  out  shockwaves 


SAO  PAULO  sank  more  than 
5 per  rent  after  a state  gover- 
nor defied  President  Fern- 
ando Henri  que  Cardoso  and 
his  anti-crisis  austerity  drive 
by  announcing  a 90-day  debt 
moratorium. 

ltamar  Franco,  who  took 
over  Brazil's  third  largest 
state.  Minas  Gerais,  last 
week,  took  the  investment 
community  by  surprise  late 
on  Wednesday  when  he 
announced  he  would  cease 
making  payments  on  about 
SlSbn  of  state  debt  owed  to 
tbe  federal  government. 

Tbe  Bovuspa  index  sank  to 


a low  of  6341  In  early  trade. 
By  midsession  it  was  show- 
ing a loss  of  419  at  SJH2. 

Developments  in  Brazil 
unnerved  BUENOS  AIRES 
and  the  Merval  index  was 
1031  lower  by  midsession  at 
43329. 

MEXICO  CITY  continued 
its  downbeat  new  year  per- 
formance. The  sharp  fall  in 
the  Bovespa  index  revived 
last  year's  fears  that  a crisis 
could  spread  from  Latin 
America's  largest  economy. 

By  midsession,  the  IPC 
index  had  fallen  57.57  or  1.5 
per  cent  to  3.687.58. 


steelmaker,  climbed  €1.10  or 
•U.  per  cent  to  €28.10  while 
Akzo  Nobel,  the  chemicals 
company,  ended  €1.35  or  3 B 
per  cent  up  at  €37.15. 

FRANKFURT  turned  back 
after  its  8.7  per  cent  rise  over 
the  previous  three  sessions 
and  the  Xetra  Dax  index 
closed  97.19  or  U)  per  cent 
off  at  5.345.71. 

Most  large-cap  stocks  were 
marked  down,  and  sharp 
fells  were  seen  among  some 
of  the  smaller  bine  chips. 
Chemical  group  Henkel  lost 
€5 .50  to  €75J>1,  engineering 
group  Linde  was  €39  lower 
at  €466  and  machinery 
maker  MAN  gave  up  €18£Q 
to  €230. 

Schering  managed  a 50 
cent  advance  to  €112,  kept 
afloat  by  last  week's  bullish 
outlook  for  1999  while  other 
chemicals  and  pharmaceuti- 
cals stocks  were  lower. 

Software  giant  SAP  put  on 
€6.75  to  €347.75  in  a continu- 
ation of  the  rebound  after 
Tuesday’s  15  per  cent 
results-inspired  tumble. 

Dresdner  Bank,  the  sole 
winner  among  financials, 
edged  48  cents  higher  to  €40 
after  Tuesday’s  news  that 
tbe  bank  had  span  off 
DM25bn  (€i2.78bnj  of  non- 
bank  shareholdings  into  a 
separate  company. 


Car  stocks  were  weak  after 
their  recent  speculative 
advances.  BMW  lost  £18  to 
€722  while  DaimlerChrysier 
was  €121  weaker  at  91.30. 

PARIS  ran  out  of  steam  as 
profit-taking  was  exacer- 
bated by  Wall  Street’s  weak 
opening  and  the  CAC-40 
index  closed  64.15  or  1.5  per 
cent  lower  at  4.230.67. 

Steel  group  Usinor  put  in  a 
solid  performance,  continu- 
ing this  week's  recovery  on  a 
revival  of  Investor  interest 
The  shares  put  on  40  cents  to 


BUDAPEST  opened  strongly  on 
Its  first  trading  day  of  ttw  year 
with  the  Bux  Index  shooting  up 
465.35  or  7.4  per  cent  Is 
6,773.02,  writes  tester  Eddy. 
The  rise  was  hi  line  with 
expectations  as  the  market 
caught  up  with  Its  neighbora. 
The  rise  was  underpin  oed  by 
the  two  blue  chips,  telecom 
Matav,  which  powered  ahead 
R137  or  11  per  emit  to  FY1.388, 
and  Mol,  the  oB  and  gas  group, 
which  advanced  R380  or  &4 
per  cent  to  FH*300. 


cent  at  €4130  as  the  com- 
pany issued  a cautious  fore- 
cast on  the  1898  outlook. 

LVMH,  active  on  Wednes- 
day after  taking  a 5 per  cent 
stake  in  Gucci,  continued  to 
outperform,  finishing  €5 
higher  at  €205. 

ZURICH  went  along  with 
its  neighbours  as  profit- 
taking  prompted  what  a 
number  of  dealers  described 
as  a healthy  correction  after 
the  somewhat  exaggerated 
recent  gains.  The  SMI  index 
finished  1L9.1  or  L6  per  cent 
lower  at  7,549.7. 

CS  Group,  which  had  seen 
marked  gains  in  previous 
sessions,  slid  SFt9-25  to 
SFr236.75.  DBS  was  SFrlO.50 
down  at  SFr45950. 

Swisscom,  under  heavy 
selling  pressure  in  recent 
days,  was  one  of  few 
blue-chip  winners,  recouping 
SFr24  to  SFr-586. 

MADRID  failed  to  sustain 


a bright  start  as  investors 
sold  strong-performing 
blue-chip  stocks. 

The  general  index  opened 
more  than  2 per  cent  higher, 
but  ended  15.58  or  1.7  per 
cent  lower  at  915.97.  Trading 
volume  was  a record  €2.1  bn. 
- Baziks  mostly  ended  lower, 
halting  at  least  temporarily 
a surge  that  began  Last  Octo- 
ber. Banco  Santander  came 
off  €1.22  or  6J3  per  cent  to 
€16-84. 

HELSINKI  fell  victim  to 
enthusiasm  for  the  euro  as 
heavy  turnover  overloaded 
the  system,  causing  trade  to 
be  suspended  early. 

Nokia,  the  telecommunica- 
tions group,  propped  up  the 
market  with  a rise  of  €4.70 
or  4J.  per  cent  to  €118.50. 
The  Hex  general  index 
gained  6025  or  ID  per  cent 
to  close  at  5,969.93. 

STOCKHOLM  advanced  on 
a quiet  day  dominated  by 
Volvo  and  Ericsson.  Volvo 
was  the  second  most  heavily 
traded  stock  after  a report 
that  the  group  was  thinking 
erf  selling  its  car  division.  It 
finished  SKrS.50  or  40  per 
cent  higher  at  SKI220J50. 

Ericsson,  the  busiest 
stock,  continued  to  rally 
from  the  low  It  plumbed 
after  a profits  warning  in 
December.  The  shares,  at 
SKrl74.50  at  the  close  on 
December  18.  rose  SKr6  or 
2 9 per  cent  to  SKr216. 


Written  and  edited  by  Michael 
Morgan,  Michael  Peal,  Paul 
Grogan  and  Peter  HaR 


joining  the  euro 
produced  a warm  glow  of 
pride  in  the  Portuguese, 
enhanced  this  week  by  a 
rally  to  Lisboa  equities.  The 
BVL  30  index  has  gained  10 
per  cent  in  four  days  - 
already  half  of  what  many 
analysts  were  forecasting  f°r 
the  whole  year. 

This  rise  is  seen  as  confir- 
mation of  the  benefits  to  be 
derived  from  Portugal's 
unique  position  as  a founder 
member  of  European  eco- 
nomic and  monetary  union 
and  an  emerging  market. 

“Portugal  will  be  an  inte- 
gral part  of  tbe  restructuring 
of  European  equity  portfo- 
lios as  investors  switch  from 
domestically  oriented  portfo- 
lios to  euro-based  bench- 
marks and,  over  the  long 
term,  from  bonds  to  equi- 
ties." said  Geoffrey  Dennis, 
global  emerging  markets 
analyst  with  Deutsche  Bank. 

These  two  trends  could 
lead  to  a $9bn  inflow  of 
funds  into  Lisbon  in  1999, 
about  28  per  cent  of  total 
market  capitalisation  by  Mr 
Dennis's  estimate. 

Portugal  is  evolving  from 
an  emerging  to  a mature 
market  Some  indices,  such 
as  Morgan  Stanley's  MSCI 
Europe,  already  recognise 
Lisbon  as  a developed  mar- 
ket Others,  such  as  £FC,  will 
not  be  promoting  the  coun- 
try until  later  this  year. 

Analysts  see  this  transi- 
tional phase  as  an  opportu- 
nity to  benefit  from  the  best 
of  both  worlds. 

This  is  reflected  in  a aver- 
age price/earnings  ratio  of  17 
times  earalngs  for  the  Lis- 
bon market  this  year,  about 
midway  between  emerging 
and  mature  market  valua- 
tions. says  Scott  Sch wager, 
emerging  markets  analyst 
with  Deutsche  Bank.  He 
forecasts  1999  average  real 
earnings  growth  for  BVL  30 
companies  at  17  per  cent. 

Membership  of  Emu  has 
eliminated  exchange-rate 
and  serious  economic  risk 
for  investors  in  Portuguese 
stocks.  At  the  same  time, 
Portugal  is  enjoying  stronger 


economic  growth  than  mosf 
of  its'  partners  in  the  euro- 
zone. The  government  for^ 
casts  gross  domestic  product 
growth  at  3.5  per  cant  tbh 
year  and  32  per  cent  inJOQB. 

“Economic  fundamentals 
are  the  main  attraction  of 
the  Lisbon  market,"  says  Mr 
Schwager. 

This  is  partly  because 
more  than  SO  per  cent  of  Por- 
tugal's foreign  trade  is  with 
other  European  Union  coco- 
tries.  effectively  insulating 
the  country  from  t be  worst 
effects  or  the  economic  slow- 
down threatening  other, 
regions.  V 

Emmanuel  de 
an  analyst  with  Banco 
tugufes  de  Znvestimento,  says 
the  buoyant  outlook  for  GDP 
makes  stocks  with  high 
exposure  to  the  domestic 
economy  particularly  attrac- 
tive. This  includes  utilities 
such  as  Electriridade  de  Por- 
tugal. the  national  power 
company;  Brisa,  a toll  motor- 
way operator;  and  food  aid 
drink  groups  such  as  the 
brewing  company  Unicer. . 

The  big  supermarket 
groups,  JerOnimo  Martins 
and  Sonae  Investimentos, 
are  also  seen  as  good  invest- 
ments, particularly  the  far- 
mer because  of  it  operations 
in  Poland,  another  high, 
growth  European  economy. 
Sonae’s  international  focus 
Is  on  Brazil,  an  economy  fac- 
ing recession. 


Peter  Wi 


€10.80.  Analysts  noted  that 
both  Merrill  Lynch  and 
Dresdner  Kleinwort  Benson 
had  turned  positive  on  the 
steel  sector. 

Car  parts  maker  Valeo 
rebounded  from  sharp  losses 
earlier  in  tbe  week  after 
unveiling  1996  sales  roughly 
in  line  with  expectations. 
The  shares,  up  almost  7 per 
cent  at  one  stage,  closed  70 
cents  better  at  €63.70. 

Other  motor  stocks  ran 
into  profit-taking  after 
recent  speculative  advances. 
Renault  fell  €1.79  or  4.2  per 


Jo’burg  retreats  from  highs 


SOUTH  AFRICA 


Johannesburg  closed  well  off 
tbe  day's  highs  as  worries 
over  the  Brazilian  debt  mor- 
atorium sent  wary  investors 
locking  in  profits  after  the 
recent  healthy  gains. 

The  overall  index.  2.7  per 


cent  higher  at  one  stage, 
closed  with  a gain  on  46.7  at 
5,727.4  and  industrials  put  on 
46.9  at  6.598.1. 

Golds,  however,  soared 
35.2  or  3.9  per  cent  to  945.9  as 
bullion  tested  $289  an  ounce 
and  the  rand  wilted  against 
the  dollar. 


Rate  hopes  and  Dow  lift  HK 


ASIA  PACIFIC 


Wall  Street's  overnight 
record  combined  with  talk  of 
an  imminent  round  of  bonk 
base  rate  cuts  to  send  HONG 
KONG  to  within  117  points 
of  March's  all-time  high  in 
robust  trading. 

The  benchmark  Hang 
Seng  index  finished  up  459.77 


THE  DAY'S  CHANGES 


% change 
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at  IQ .693.57  in  turnover  of 
HK$i0.6bn.  the  best  since 
late  November  and  more 
than  three  times  Wednes- 
day's levels. 

Interest  rate-sensitive 
shares  led  the  upsurge. 
HSBC  jumped  HKS11  to 
HKS205  while  property 
leader  Cheung  Kong  rose 
HKS4.25  or  7.4  per  rent  to 
HK661.50.  Cathay  Pacific  hit 
a 15-month  high,  advancing 
HKS1  or  122!  per  cent  to 
HKS8.20. 

China  stocks  were  mixed. 


H shares  improved  but  the 
red-chip  index  eased  6.66  to 
915.09. 

TOKYO  initially  surged  on 
Wall  Street's  record  over- 
night performance,  but  then 
surrendered  most  of  the 
gains  on  concerns  about  Bra- 
zil and  the  subsequent  weak- 
ness of  the  dollar  against  the 
yen,  writes  Paul  Abrahams. 

The  US  currency  touched 
a infra-day  low  of  Y110,  a 
decline  that  hit  the  stocks  of 
exporting  companies. 

The  benchmark  Nikkei  225 
index  closed  6S.10  higher  at 
13.536.56  after  trading 
between  13.354  and  13,516. 

The  more  representative 
Nikkei  300  closed  up  L97  at 
212.41.  while  the  Topix  index 
of  all  first-section  shares 
ended  up  10.8  or  l per  cent  at 
1.069.  Momentum  was  up. 
with  673  shares  higher,  469 
down  and  151  unchanged. 
Volume  remained  modest  at 
388m  shares. 

Indications  that  the  semi- 
conductor market  may  have 
bottomed  out  boosted  chip 
makers.  NEC  jumped  Y43  to 
YI.064.  Hitachi  gained  Y37  to 
Y745  and  Toshiba  Y25  to 
Y683.  Chip  manufacturers 
such  as  Ad  van  test  and 
Tokyo  Electron  rose  more 
than  7 per  cent  on  the  day. 

Among  the  exporters, 
Sony,  the  electronics  group, 
fell  Y40  to  Y7.700  - its  sixth 
consecutive  day  of  declines  - 
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while  Canon  slipped  Y35  to 
Y2.220.  However,  the 
strength  of  Wall  Street 
helped  the  automotive  sector 
gain  2.7  per  cent.  Honda  rose 
Y200  to  Y3.86C,  Nissan  was 
the  top  traded  stock,  up  Y20 
at  Y376,  boosted  by  the 
announcement  it  was  selling 
a non-core  subsidiary. 

JAKARTA  rose  30.86  to 
457.94  on  the  composite 
index  as  foreign  investors 
returned  to  blue  chips.  At 
Rp840bn,  turnover  was  more 
than  four  times  the  recent 
average.  Telkom  jumped 
Rp425  or  13  per  cent  to 
Rp3,725  and  tobacco  leader 
Gudang  Garam  rose  Rpl.075 
to  Rpl3,275. 

SYDNEY  set  a fresh 
record.  The  Ail  Ordinaries 
index  gained  43J0  to  2,897.3 


after  buying  lifted  leading 
stocks.  NAB  rose  AS1.24  to 
AS26.51.  Telecoms  saw  furi- 
ous activity.  Telstra  gained 
12  cents  to  A$7iM  but  Cable 
& Wireless  Optus  ended  2 
cents  softer  at  AS3.70. 

SINGAPORE  hit  a nine- 
month  high  in  intraday 
trade,  but  pulled  back  at  tbe 
close  after  news  of  a debt 
moratorium  by  a Brazilian 
state. 

The  Straits  Times  index 
turned  back  from  its  1,530.46 
peak,  but  still  closed  52.91 
higher  on  the  day  at  1.517.88. 
An  element  of  profit-taking 
was  also  seen  after  the  mar- 
ket's 9 per  cent  climb  since 
the  start  of  the  year. 

SEOUL  closed  at  a 15- 
month  high  as  foreign  inves- 
tors bought  heavily  in  blue 
chips.  The  composite  index 
ended  25.23  up  at  637.59. 

Overseas  investors  bought 
a net  Won205.4bn  of  shares. 
The  main  beneficiaries  were 
Samsung  Electronics,  which 
climbed  Won6300  or  12  per 
cent  to  Won94.lOG,  and 
Korea  Telecom,  which  fin- 
ished Won2,500  or  5.9  per 
cent  up  at  Won45,000. 

TAIPEI  ended  higher  for 
the  second  day  as  investors 
took  heart  from  Wall  Street’s 
record  close  on  Wednesday, 

The  weighted  index,  which 
fell  to  a 29-month  low  on 
Tuesday,  climbed  204.40  to 
6.404.31. 


The  Premier  Bank 

In  The  Arab  World 


Gulf  International  Bank  provides  a wide  range  of  wholesale  commercial 
banking  services  to  meet  the  special  requirements  of  its  Regional  and 
International  customer  base  including: 


Sovereign  and  Corporate  Lending  • 
Project  Finance  • 
Awe*  based  Finance  * 
Trade  Finance  • 
Import  > Export  Letters  of  Credit  • 
Derivatives  • 
Letters  of  Guarantee  • 


• Correspondent  Bunking 

• Buver/Supplier  credit  facilities 

• Structured  Finance 

• Money  Market  Services 

• Fixed  income 

• Foreign  Exchange  Services 

• Islamic  Banking 


Top  Lead  Arranger  Middle  East  & Africa  1997  - “Project  Finance  International' 
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